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Every Loan Officer 
should write for 
this FREE Book 


It gives briefly but comprehensively— 
the advantages, from the bankers’ 
point of view, of loans on Field Ware- 
housed collateral. 


Tells who can issue Field Warehouse 
receipts . . . how to distinguish between 
legitimate Field Warehousing service 
and subsidiary warehousing. 


How correctly to appraise the merits 
of a Field Warehousing service organi- 
zation, etc., etc. 


Also you’ll find the answers to these 
and many other questions: Are loans 
based on Field Warehoused receipts 
eligible for rediscount? . . . Do State 
and Federal laws permit higher loan 
values on Field Warehoused collateral? 


You'll find the 
Answers in this 


Free Booklet 











A partial list of Field 
Warehoused Commodities 


Alcohol, Canned Goods, Cot- 
ton, Cotton Seed, Cottonseed 
Oil, Cottonseed Meal, Soy 
Beans, Soy Bean Oil, Cake 
and Meal, Coal, Lumber, 
Hides, Malt, Molasses, Pe- 
troleum Products, Pickles in 
Vats, Rice, Ready-Made 
Clothing, Seeds, Syrup, Steel 
Products, Sugar, Sulphur, 
Staves, Stoves, Wool, Woolen 
Piece Goods, Wines and 
Whiskies, Wooden Crates, Zinc 
Slabs and dozens of other 
commodities. 


Read what a Banker says 
about Field Warehousing: 


Here’s a bit of illuminating comment from 
a banker who also happens to be closely 
identified with a leading industry in his city. 
He knows Field Warehousing by Douglas- 
Guardian from ‘‘both sides of the fence.’ 


Speaking of Field Warehousing as a banker, 
he says: 


“The banker knows what his collateral is, where it is 
. - - and that even in time of emergency it may be 
liquidated with little chance of loss to himself. He does 
not have to worry about the possibility of his being 
caught with a frozen loan, or one subject to criticism by 
examiners. In time of need the country banker may 
borrow against this collateral from the city correspond- 
ent, or the paper secured in this manner is at any time 
eligible for rediscount with the Federal Reserve Bank.”’ 


DOUGLAS - GUARDIAN WAREHOUSE 





Ask yourself this question: 
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FELD WAREHOUSIN 
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| ;IELD Warehousing greatly expands a bank’s opportunity for profitable 
loans on a thoroughly sound basis. 

In utilizing Field Warehousing, Douglas-Guardian service offers you (1) many 
years of practical experience, (2) familiarity with every detail of this modern 
form of financing, (3) successful experience with hundreds of the country’s lead- 
ing bankers, (4) every facility for the legal and accurate transaction of any type 
of Field Warehousing under competent management, (5) a smooth-operating 
service that relieves both banker and client of detail. 

Douglas-Guardian has 13 strategically located offices. Our ability to set up 
a Field Warehouse wherever suitable inventory is located, without loss of time 
or red tape—with smoothness and dispatch born of long experience—is much 
commented on by both bankers and clients. 

Please feel free to ask for the free booklet. Such a request places you under 
no obligation. It was published expressly for you who have the responsibility 
of loaning bank funds. Just address our Chicago office, 100 West Monroe Street. 


CORPORATION 


Nation-wide Warehousing Service 


NEW YORK, N. Y. DALLAS, TEXAS 
100 Broad Street 401 Tower Petro. Bldg. 

SAN FRANCISCO, CAL. TAMPA, FLA. 

485 California St. 416 Tampa St. 


NEW ORLEANS, LA. 
118 N. Front St. 


FAYETTEVILLE, ARK. 
Appleby Bldg. 


CHICAGO, ILL. 
100 W. Monroe St. 
MADISON, WIS. 
155 E. Wilson St. 


ROCHESTER, N. Y. 

1223 Commerce Bldg. 

CLEVELAND, OHIO LOS ANGELES, CAL. 
Leader Bldg. Garfield Bldg. 


EASTON, MD. 
428 South St. 
MEMPHIS, TENN. 
106 Porter Bldg. 








LETTERS 








Speeding Deposits 

Sirs: The article in your December 
issue titled “Speeding Deposits,’ was most 
interesting to us because we have installed 
what we call our “deposit time saver” in 45 
of our 53 banking offices. 

In most of our offices it consists simply 
of a letter slot cut in the glass in a teller’s 
cage through which the deposit, sealed in 
an envelope, is dropped into a simple metal 
container. In a few of our offices where this 
sort of an installation was not possible, a 


separate metal container, with a slot in it, 
was conveniently located in the lobby. The 
installation cost has been very small, par- 
ticularly at those offices where the slot was 
cut in the window of a teller’s cage. 

There is no limitation as to the amount 
of cash that may be so deposited, but it is 
clearly stated in the rules governing such 
deposits that any cash deposited is subject 
to our count. These rules, examined and 
approved by our counsel, are conspicu- 
ously posted near the deposit drop and are 
also printed on our envelopes. We have 
had no controversies over amounts de- 
posited. 

These time savers are not yet used ex- 
tensively but are coming into increasing use 
as our customers learn of their value. 

I. I. SPERLING, Asst. Vice-president, 

The Cleveland Trust Company, 
Cleveland, Ohio 


o¢¢ 


Contributions Deductible 


Sirs: One of our local community 
chests has called our attention to an article 
in The Burroughs Clearing House (““Dona- 
tions as Expense,” page 22, October, 1937 
issue) referring to contributions made by 
banks to community chests. 

This article referred to the case of the 
Merchants National Bank vs. Commis- 
sioner of Internal Revenue and concluded 
that contributions of banks to community 
chests could not be deducted. 

Inasmuch as the above case referred 
specifically to earlier revenue laws which 
have since been changed, indicating that 
banks may deduct chest contributions, we 
are wondering if this later law has come to 
your attention. 

RALPH BLANCHARD, Adminis. Director, 

Community Chests and Councils, Inc. 
New York, N. Y. 


Mr. Blanchard is correct. It is quite 
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true that under the present internal revenue 
regulations, amplifying the Revenue Act 
of 1936, banks and other corporations may 
now claim deductions for income tax pur- 
poses for charitable contributions not ex- 
ceeding five per cent of the net income as 
computed without the benefit of the deduc- 
tions. For further detail see “‘Contribu- 
tions to Charity,” page 23 of this issue. 
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Promoting the A. I. B. 


Sirs: When my committee met for the 
first time, we decided we would do some- 
thing a little different. We wanted to show 
the banks which were supporting our ac- 
tivities that we were awake and on the job. 

A poster was designed which would shoot 
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off four guns at one time; win the recogni- 
tion of the banks of Essex County, of the 
banking public, members and prospective 
members of our chapter, and warrant na- 
tional publicity. The poster was offered to 
member banks for lobby display. It was 
reproduced on heavy white card, fourteen 
by twenty-two inches, in orange and black, 
from an original hand-drawn copy with a 
photograph of our A. I. B. eagle. 

Orders for the posters were first solicited 
by letters to the er managers of the 
various banks. By this method we could 
only type the copy but not display the 
attractiveness of the poster which we felt 
would sell the idea quicker than we pees 4 
else. Therefore, copies were displayed wit 
a short promotion talk at our regular 
forum dinner meeting. The same thing 
was done at each of our educational classes; 
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THE 
NATIONAL CITY BANK’S 
FOREIGN DEPARTMENT 


— outstanding in Cleveland — 
is proving useful to correspondents 
whose customers are extending 


their activities abroad. 


THE 


NATIONAL CITY BANK 
OF CLEVELAND 


RESOURCES IN EXCESS OF $150,000,000 


Member Federal Deposit Insurance Corporation 


ms 
e 

















and of course, we advertised it through our 
chapter paper. Copies of the poster were 
mailed to banking publications for repro- 
duction in their periodicals. By this 
method we hoped to reach readers in our 











EMPLOYEES OF THIS BANK 
ARE MEMBERS OF THE 


ESSEX COUNTY CHAPTER 








AMERICAN INSTITUTE OF BANKING 








AN EDUCATIONAL UNIT OF 
| THE AMERICAN BANKERS 
| ASSOCIATION DEVOTED 
| TO THE TRAINING OF 
BANK EMPLOYEES 


— To Serve You Better 

















banks who escaped us through other 

approaches. 
To date we have distributed more than 
eighty posters; and we are still going strong. 
Erwin O. MEEH, Chairman Pub. Com., 

Essex County Chapter, A. I. B. 
The Irvington National Bank, 
Irvington, New Jersey 
oo 


Financing Farm Machinery 


Sirs: The enclosed advertisement may 


| be of interest to you, particularly in view 


of the articles that have appeared in your 
publication with reference to the financing 


| of farm machinery =. Our own experi- 
| ence with this type o 


’ paper over the past 
four years, has been entirely satisfactory. 

Harry J. HARDING, President, 
The First National Bank of Pleasanton, 
Pleasanton, California 





P, urchasers of 
Farm Machinery P 


The FURST National 
BANK of PLEASANTON 










It is, therefore, opportu: 
to you the FIRST BANK 
credit for the purchase ot {k 


IT IS SIMPLE 
a 

ITIS ELASTIC — Payments are x 
ae crope. bvescck 


IT SAVES MONEY Yeu hove ail the advantages of a ca: 
e discoun's tor ca: fh usual 


F R58 


invite you 'o discuss your plans and needs with us A confidentya! taille of th.s and 
yvur advantage. Come in. 


The FIRST National 
BANK of PLEASANTON 
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In the TREND of BANKING 








New Research 
Council Organized 


Colonel Leonard P. Ayres, the vice- 
president of the Cleveland Trust Com- 
pany, Cleveland, Ohio, has been named 
chairman of the new Research Council 
of the American Bankers Association. 
He is and will continue as chairman of the 
economic policy commission. 

The purpose is primarily educational, 
said President Orval W. Adams in an- 
nouncing completion of the council. It 
consists of a group of technical specialists 
engaged in collaboration with practical 
bank executives in studies in banking and 
related fields. The information will be 
available through existing agencies. 

There are twelve bankers on the council: 
Leonard P. Ayres, vice-president, Cleve- 
land Trust Company, Cleveland, Ohio, 
chairman; David M. Auch, secretary, Ohio 
Bankers Association, Columbus, Ohio; 
Raymond N. Ball, president, Lincoln- 
Alliance Bank and Trust Company, Roches- 
ter, New York; John Byrne, president, 
Hartford-Connecticut Trust ompany, 
Hartford, Connecticut; H. H. Griswold, 
president, First National Bank and Trust 
Company, Elmira, New York; Fred I. 
Kent, director, Bankers Trust Company, 
New York, N. Y.; Austin McLanahan, 
president, Savings Bank of Baltimore, 
Baltimore, Maryland; Andrew Price, presi- 
dent, National Bank of Commerce, Seattle, 
Washington; Tom K. Smith, president, 
Boatmen’s National Bank, St. Louis, 
Missouri; A. L. M. Wiggins, president, 
Bank of Hartsville, Hartsville, South Caro- 
lina; O. Howard Wolfe, cashier, Phila- 
delphia National Bank, Philadelphia, Penn- 
sylvania; Charles F. Zimmerman, presi- 
dent, First National Bank, Huntingdon, 
Pennsylvania. 

Three advisory members have been 
named; John J. Driscoll, Jr., Driscoll, 
Millet & Company, Philadelphia, Pennsyl- 
vania, bank analysts; Virgil Jordan, presi- 
dent, National Industrial Conference 
Board, New York, N. Y., research author- 
ity; Herman B. Wells, acting president, 


y” 


EO GEL EL IE EEE 





New Chase banking office in Rockefeller Center 


Indiana University, Bloomington, Indiana, 
former Indiana banking commissioner. 
Six members of the A. B. A. head- 
uarters staff will serve on the council: 
urden Edwards, director; W. Espey 
Albig, secretary, savings division; T. B. 
Paton, assistant general counsel; Frank W. 
Simmonds, senior deputy manager, secre- 
tary, state bank division; Gilbert T. Ste- 
prensa of trust research, Graduate 
chool of Banking; and J. Raymond 
Dunkerley. secretary. 


Three Regional 
Conferences Scheduled 


A series of regional conferences devoted 
to the general subject of broadening bank- 
ing service to the public, has been sched- 
uled for this winter by the American 
Bankers Association. 

The first will be held at Des Moines, 
Iowa, February 10-11; the second at In- 
dianapolis, Ind., March 17-18; the third at 
Oklahoma City, Okla., March 24-25. 

The object of these conferences, accord- 
ing to Dr. Harold Stonier, is to provide 
bankers with opportunities for the exchange 
of ideas and experiences on current banking 
operations, practices and services, and 
especially on those developments by means 
of which banks are extending and broaden- 
~—o— service to the public. 

he conferences this winter will mark the 
third successive year of the A. B. A. 
a Conference program. Similar 
gatherings were held in 1937 at Atlanta, 
Georgia, Pittsburgh, Pennsylvania, and 
Portland, Oregon. 


Banking Offices 
in Rockefeller Center 


Late in November, the Chase National 
Bank opened two new offices in Rocke- 
feller Center, in addition to the bank’s 

resent office at 30 Rockefeller Plaza in the 

. C. A. building. This expansion prac- 
tically trebles floor space originally occu- 
pied there by the bank four years ago. 

Modified modern design and decoration 
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Wilfred Bishop of Missouri buys 

distillate at 7 cents a gallon to 

burn in his Model CC Case trac- 

tor. If the price goes up or a 
shortage occurs he can switch in- 
stantly to tractor fuel, kerosene, or 
any standardized fuel from No. 1 
furnace oil to gasoline. 

But low fuel cost is only the be- 
ginning of the savings Case brings 
to Mr. Bishop. In 4500 hours of 
operation (comparable to 180,000 
miles on an automobile) his outlay 
for upkeep has been only $5. In- 
cluding depreciation based on his 
own estimate of tractor life remain- 
ing, his total power cost is only 21.6 
cents an hour . . . less per working 
hour than a two-horse team. 

Farm income safeguarded by low 
fuel cost and certainty of supply _ 
investment value safeguarded by long 
life and low upkeep . . . together they 
mean greater security for the Case 
tractor owner and for the banker 
with whom he deals. 


J. I. CASE CO.. Racine, Wisconsin 
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have been followed in planning the inter- 
iors of the new offices, which are in contrast 
with traditional banking rooms. The tel- 
lers’ counters, open in design and con- 
structed with a tinted terrazzo, run in 
sweeping curved lines to conform with the 
walls. Movable blocks of heavy structural 
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glass with etched letters indicate the vari- 
ous tellers stations. Columns in the center 
of the public floor space are finished in 
white porcelain enamel on steel. Lighting 
of the rooms is indirect and the ceilings 
have received acoustical treatment. Six 
circular panels of sculptured glass, replicas 








‘Herr 


REG. VS. PAT OFF 


On our Approval Installation Plan we 
will furnish a suitable number of pens for 
your foyer desks, without any obligation 
on your part. They will please your cus- 
tomers and convince you that they will 
pay for themselves in savings on pen 
points, blotters, and ink. 


Several thousand banks are now using 
Kerr pens—a trial convinced them. 






CHANGEPOINT Sowrntedn Cori 


Why Not 
Give 
KERR 


PENS 
A Trial 


— a 


Counter sets are now available with 
solid bronze bases that harmonize with 
other equipment, as illustrated. Bases 
accommodate one, two, or three pens. 
Won’t you try our Approval Installation 
Plan? 


W. K. KERR PEN CO. 























FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 














Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 
Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


Further information and circulars can 
® be obtained from 





— 


CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
New York City 


31 Nassau Street 6 





























TULSA, OKLAHOMA 








Only an Insurance Company 
that is both morally and finan- 


cially responsible can offer 
genuine protection to its pol- 
icyholders. Employers Mutual, 
writing Compensation, Public 
Liability, Automobile and al- 
lied forms of Insurance, wel- 
comes the strictest investiga- 
tion of its record and responsi- 
bility. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 
HOME OFFICE: WAUSAU, WIS. 
e 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 
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of ancient coins, give an imposing appear- 
ance to the main bank doors leading from 
the building lobby. 

Since the Chase established its first 
office at 30 Rockefeller Plaza in 1933, the 
increasing demand for banking service 
twice has made it necessary for the bank to 
lease additional space. In 1934 the bank 
installed a payroll check encashment de- 
partment to provide prompt service for 
cashing pay checks. That department was 
enlarged in 1935. Checks handled amount 
to 200,000 a vear in round figures. 


Payroll 
Encashment Service 


A request to The Chase National Bank 
for additional information on its procedure 
in cashing payroll checks brought the fol- 
lowing statement of special interest. 

““There is nothing new or unusual about 
this payroll encashment service at the 
Rockefeller Center branch, except that the 
volume of checks presented is so large that 
it became necessary to set up a special de- 
partment to handle that business in a room 
where employees of Chase customers can 
be served promptly on payroll dates. De- 
positors have co-operated to a considerable 
degree in staggering those dates so that the 
crowds can be handled without much 
congestion. 

““Moreover, even on the busiest days the 
process runs very smoothly because em- 
ployees move toward the tellers’ stations in 
aisles leading directly from the entrance 
doorway. 

“Generally speaking, the encashment of 
payroll checks is handled by all of the larger 
banks here on a substantially uniform basis. 
The Chase performs this service in a greater 
or less degree at all of its branches, depend- 
ing upon the type of customers served in 
each neighborhood, that is, whether they 
are concerns with large employee groups or 
not. 

“The individuals do not pay any charge 
when they present their checks. The mat- 
ter of compensation for the bank is one 
considered as a part of the general rela- 
tionship with the employing company in 
each individual situation. In other words, 
the amount of service performed in cashing 
checks for employees of a depositor com- 
pany is reviewed in connection with the 
regular analysis of all transactions cleared 
through the company account, to deter- 
mine whether balances carried are adequate 
to cover the cost of service. 

“Naturally, this payroll check encash- 
ment arrangement is limited to customers 
of the bank and is utilized principally by 
the larger employers who pay by check. It 
is a matter of extending helpful co-opera- 
tion to these firms so that their employees 
can cash their pay checks conveniently and 
without unnecessary loss of time.” 


Spring 
Executive Council Meeting 


Following the regional conferences will 
come the annual spring meeting of the 
Executive Council of the American Bankers 
Association. This will be held April 11-13 
at Edgewater Gulf Hotel, Edgewater Park, 
Biloxi, Mississippi. 

The meeting of the executive council is 
second in importance and authority only to 
the annual convention of the association 
held in the fall. The council meeting 
usually is attended by about three hundred 
bankers and members of their families from 
all sections of the country. Reports re- 
ceived from the various divisions, sections, 
and committees of the association are 
studied, as are questions of policy and 
operation of the association. 
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Colonel Leonard P. Ayres, chairmanof 
the new Research Council of the 
American Bankers Association 


Handbook 
for Export Customers 


The foreign department of Manufac- 
turers Trust Company, New York City, 
has compiled an ““Exporters Handbook” for 
distribution to customers of the bank en- 
gaged in export trade. The publication 
contains comprehensive data about stamp 
duties, protest fees, benefits derived from 
protest, and exchange regulations in most 
countries of the world that buy from the 
United States, and also includes a collec- 
tion tariff. The handbook is in looseleaf 
form, and revision sheets are issued by the 
bank from time to time so as to keep the 
information up-to-date. 


Transamerica 
Develops Oil Properties 


Plans for aggressive development of oil 
properties owned by California Lands, Inc., 
are being enlarged, following reports on the 
company’s Jones Gallison No. 1 well at 
Santa Maria, E. D. Woodruff, president of 
the Transamerica subsidiary, announced 
today. 

Indicating an initial production in excess 
of 3,000 barrels per day at a depth of 4897 
feet, formation tests on the Jones Gallison 
materially extend the southerly limits of 
the Santa Maria field where the firm has 
two other 40-acre holdings, Woodruff stated. 

In addition to the Santa Maria develop- 
ment, the organization is preparing to ex- 
tend activities to other locations of its 
extensive land holdings as part of its long- 
range petroleum production program. 


Bank Grows 
as Georgia Grows 


“Our bank grew as Georgia grew,” says 
Mills B. Lane, chairman, Citizens & South- 
ern National Bank, Atlanta, now celebrat- 
ing its fiftieth anniversary. 


The history of the institution, from the | 
opening of the Citizens Bank of Savannah, | 
with a capital of $200,000, in Savannah, | 


November 2, 1887, to its present position 


in the South, is recounted in an attractive | 
booklet entitled “After Fifty Years.” The | 


Citizens Bank was merged with Southern 
Bank of Georgia in 1906, and the name 
changed to the Citizens & Southern Bank. 
It became the Citizens & Southern Na- 
tional Bank in 1927. 

A chronological chart in the anniversary 
booklet shows the opening of the institu- 


tion’s various branches in Georgia, the 
formation of Citizens & Southern Holding 
Company, and through it the extension of 


1936, and of 7,794 over shipments for 
September, 1937. 





South Carolina. 
Mr. Mills served as president for 37 | 
—— He was succeeded by William | A business School with University 
Aurphey as president in September, 1928. | Atmosphere requiring high school 
graduation and character refer- 
Banks Aid | 
| 


at service to important centers 
a 


A SELECT SCHOOL © 


ences from every student. Owned 
Air Express Record 


by educators of national promi- 
: ; nence. You can choose between 

Banks contributed substantially to the 
all-time high record for one month’s air 


the ope and naps —— 
: : ; t Washi r Ne or 
express shipments established by the air tag tthe csc semen tea 
division of the Railway Express Agency 


City. Secretarial training of col- 
for October, 1937. 


lege grade. Extraordinary em- 
- . | 1 nt service. 
Air express shipments for the month | nites tp Me 

totaled 67,673. This is an_ increase of | 





THE WASHINGTON SCHOOL 


11,349 over the shipment of air express | 290 National Brees Bidg., FOR 
handled in the United States in October, 7 D.C. 
ee eee eer 251 Park Ave. C/ECRETARIES 


NEW YORK. N. Y. 











COMPARE 





POOR’S wEW MANUALS 
and DAILY REPORTS 


at $130 














| with ANY 
| investment facts service, for: 


1. Coverage --- Complete descriptions on OVER 8,200 
Industrial, Public Utility and Railroad Corporations, 
plus 2,500 insurance companies, investment trusts, 
real estate, banks and finance companies. Pertinent 
data on approximately 40,000 Government, State 
and Municipal issues. 


| 2. Currentness --- latest news and statistics DAILY. 


3. Ease-of-Use - - - BOTH bond and stock descriptions 
| in ONE place—parent companies and subsidiaries 
grouped together—thus, fewer places to look for the 
complete record. 


4.. Permanent Record. 


3. Ratings - -- OVER 5,000 bonds AND 6,000 stocks 
rated. 


| 
| 
| 
| 
| POOR’S PUBLISHING COMPANY 
| 90 Broad Street New York 
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‘THE character of a bank is 


reflected in the character of 


its customers. 


Central Hanover numbers 
among its correspondents a 
representative list of the na- 
tion’s oldest and strongest 


banks and trust companies. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

























































































NATIONAL BANK OF DETROIT 


DETROIT, MICHIGAN 


ESTABLISHED MARCH 24, 1933 ; RESOURCES EXCEED $400,000,000 


Member Federal Deposit Insurance Corporation 
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Two Plans 
to Simplify Saving 


Two special methods of saving, the 
“I. O. Me” plan and a self-depository sys- 
tem for dividend checks, are being featured 
b _ East River Savings Bank in New 

ork. 

The I. O. Me plan makes it possible for 
bank patrons to receive a notice through 
the mail each month reminding them to 
make a deposit to their savings account for 
a definite amount. This notice, which is 
copyrighted by the bank, is in the form of a 
monthly statement. It is mailed regularly 
on the date requested, all made out ready 
to return with the deposit. 

The plan is designed especially for de- 
positors with moderate incomes who have - 
checking accounts to facilitate sending in 
the monthly payments. Customers use the 
plan to save for a definite goal—to pur- 
chase an automobile, send a son or daughter 
to college, build a summer cottage, pay 
mortgages or insurance premiums, estab- 
lish a travel fund, etc. The minimum de- 
posit is $10 monthly. 

Under the plan for handling dividends, 
checks are automatically deposited to an 
individual’s savings account. This service 
is obtained by the customer by mailing an 
authorization card, provided by the bank. 
to the company paying the’ dividend to 
mail the check direct to the bank. 


Bank Sponsored 
Picture Shares Honors 


The motion picture “Richmond Under 
Three Flags,” sponsored by The Morris 
Plan Bank of Virginia, has just been ad- 
judged one of the ten best non-theatrical 
films of 1937. 

The award came in the eighth annual 
contest of the Amateur Cinema League, of 
New York, international organization of 
movie-makers, in which the film was one of 
the three winning pictures in the classifica- 
tion of those whose producers received 
compensation for their work. The other 
seven winners were produced by movie- 
makers who worked without compensation. 

The film was financed entirely by The 
Morris Plan Bank of Virginia. It was pro- 
duced by Waldo E. Austin and presented 
to the State of Virginia Conservation and. 
Development Commission for distribution 
along with other motion pictures as a 
tourist promotional vehicle. 

It shows Richmond, capital of Virginia, 
and once capital of the Confederate States 
of America, under the flags of Great 
— the Confederacy, and the United 
States. 


Single-Home 
Building Holds Best 


People who build one-family homes are 
staying in the home construction market 
much more doggedly than the apartment 
builders, an analysis by the Home Building 
and Home Owning Committee of the 
United States Building and Loan League 
reveals. The story of 1937 building shows. 
that the last part of the summer witnessed 
only an 8.5 per cent decrease in the average 
number of permits per month for single 


| houses when compared with the first half 


of the year, while multi-family dwellings 


| were 53.6 per cent off. 


Figures used in the analysis are from the 


| Bureau of Labor statistics and cover some 


1,500 cities in the United States, the League 
committee explained. Permits for two- 
family homes fell off at the start of the 
building slump more conspicuously than 
for captenliy humet, but not half so much 
as for apartment building. During July 
and August, only 20 per cent fewer two- 
family homes per month were built than in 
the preceding half vear. 
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The author’s bank at Clarksville, Tennessee, where some substantial activities are undertaken 
for the region’s farmers 


ountry BANKING-193 


Banker Bailey’s first article, published in February, 1937, 


was widely acclaimed .. . 


Here he tells of his latest ventures 


in country banking, and of the results in his loan portfolio 


UST the other day a perfect stranger, 
J obviously a farmer, came up to the 

rail and looked across at me in a 
manner which unmistakably an- 
nounced he wanted to talk with me. 
So I arose and walked across to meet 
him. 

His attitude was, to put it 
mildly; challenging. ““You folks have 
been sending me letters right along, 
telling me you know all about all the 
local farmers,” he began. “I want you 
to tell me what you know about me. 
My name is Paul Barker and I live 
over near Hickory Point.” 

“Come on in and sit down, Mr. 
Barker,” I invited him. ‘“‘Let me go 
look up the record and I’ll gladly tell 
you what we have on you.” I walked 


By 
C. W. BAILEY 


President, First National Bank, 
Clarksville, Tennessee 


over toward the farm credit file, fer- 
vently praying that my caller would 
have a good report, for he seemed a 
determined man. 

In a moment I returned with his 
card. I felt much better by then. In 
fact, I felt downright at peace with the 
world. “Well, sir, Mr. Barker,” I be- 
gan, “‘your record here shows that you 
have 420 acres, and so far as we know 
they are absolutely clear of debt. You 





are 36 years old, have three children, 
are known as a first-rate able farmer, 
have the highest moral character. You 
pay promptly, keep your word, and 
are good for any loan you seem likely 
to require.” 

His facial expression had been shift- 
ing from belligerence to aggressive 
friendliness as I reeled off the facts 
from his credit card. “Doggone,” he 
remarked, “that’s the most remarkable 
thing. You certainly have the facts 
about my farm and my family, and I 
hope you are right about my char- 
acter. How come you know all about 
me when I’ve never done any business 
with you and never even been in your 
bank until now?” 

“It’s our business to know about 


























Sn GM OA ETE OE 


OA ee, AEB geet 8 ORIENT 





x5 nian 











President Bailey dictating some letters to Secretary Maud Jones to 
help build Clarksville prosperity 


you and every other farmer here- 
abouts,” I explained. ‘“‘We go out and 
dig up the facts just so we can tell what 
to do when a farmer comes in and 
wants to do business with us. For in- 
stance, as you can see from this record 
on you, you are just the kind of man 
we want to lend money to. I hope you 
came in to make a loan with us?” 
“No sir, I frankly came in just to see 
if you could back up all these things 
you’ve been a-saying in your letters,” 
he admitted. “I don’t need to borrow 
any money, thank you just as much. 
But I tell vou what I think I willdo. I 
used to have an account in another 
Clarksville bank, but I moved it out 
to one of our country towns. If you’d 
like to have the account, [ll sure bring 
it in next time I come to Clarksville.” 
As good as his word —and as good as 
his credit report—he walked in the 
front door three or four days later. He 
laid on my desk a cashier’s check for 


The bank helped to promote and finance the Clarksville Stockyards, 
now shipping some 300 carloads a year 


some $1,600. ‘“‘Reckon I'd best open a 
checking account with this,” he de- 
cided. “I think I’m going to like doing 
business with you folks.” 

We have previously* told how we 
built up our country credit file on 
6,500 farmers in our trade territory, by 
sending out one of our junior officers 
to get the facts from key men in each 
rural locality, and from the farmers 
themselves. This activity has been one 
of the principal reasons why we have 
been making loans at such a rate that 
it now — December first —looks as if we 
shall surely reach a total of 10,000 by 
the end of the year. Taking all kinds 
of loans, city loans, farm loans, small 
personal loans, average size is about 


$575, and the average amount out- 
standing is in the neighborhood of 
$1,500,000. Since our deposits vary 


between $2,500,000 in the fall and 


*“Country Banking —1937", (February, 1937, page 5). 
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$3,000,000 in the spring, it will be 
evident that we are extending a volume 
of credit ample to produce a satisfac- 
tory revenue. We could handle an 
additional volume of loans if we could 
get them, but our position seems to 
excite envy when it is explained in 
most gatherings of bankers. 


HIS loan business has not just 

walked in the front door of its own 
initiative. It has been stimulated, not 
by soliciting people to borrow of us 
but rather by making it so easy for a 
worthy applicant to get credit that it is 
no more bother for him to borrow than 
to stay away. Along with making it 
easy for him, we have taken a lot of 
steps to make everybody know just 
how easy and pleasant a process it is to 
borrow from us—if the would-be bor- 
rower has what it takes to qualify. 

To us it seems that the approach we 
have been taking to the entire problem 
is basically what every country bank 
must eventually come to if it is to serve 
its community and therefore prosper. 
Not that we lay claim to having in- 
vented anything. We have picked up 
an idea here and an idea there, and 
have knit them together into what we 
immodestly consider a well integrated 
and thoroughly formulated program of 
country banking. This program is 
helping us to assist our farmers in at- 
taining ever greater prosperity. And 
in our community, just as in a thou- 
sand other country towns and county 
seats, the profits of the banks and the 
livings of practically all the towns- 
people depend almost 100 per cent on 
how the country folks are doing. 
Clarksville has a good many factories, 
but they depend for raw material as 
well as for customers very largely on 
the agricultural resources of our people. 


















bulls, are increasingly in evidence 








White-faced offerings, sired by the bank’s 


January, 193883—THE BURROUGHS CLEARING HOUSE 


At risk of making myself unpopular 
with small-town editors, let me come 
right out and admit that we think we 
have developed a way to spend one 
part of a country bank’s advertising 
money to better effect than by holding 
tight to the local newspapers. Not but 
what we do a good deal of newspaper 
advertising. We are still good adver- 
tisers in our local papers, and expect 
we shall continue at it. But instead of 
just talking generalities in our paid 
space, we are using part of the money 
to develop programs worth talking 
about; the balance of our advertising 
money goes for telling about these pro- 
grams and how they tie the bank’s 
interests and the public interests 
together. 

For example, we have been doing our 
utmost to influence the neighboring 
farmers to a diversified type of farming 
which brings in some cash income at 
various times around the calendar, 
rather than depending upon a single 
money crop, tobacco, which either 





The bank believes that hogs are a 
source of steady income 





The bank today is urging more and 
better sheep 


makes the farmer a lot of money or 
leaves him in the red—and he really 
does not know which until the crop is 
cured and marketed. But we have not 
been merely talking this idea, we have 
been doing something about it. More 
than two years ago, we purchased 50 
young purebred Hereford bulls, turned 
them over to Montgomery County 
farmers to keep on condition that they 
would permit their neighbors to use 
the bulls freely. These custody con- 
tracts ran for two years, they are ex- 
piring this fall. So we have been sell- 
ing the bulls. Most of them found a 
home with the farmers who have had 
them. A few moved to other owner- 
ship. And a small number lost life’s 
battle to an assortment of adversaries, 
including one railroad locomotive. But 
now that the bull episode is about 


9 


cleared away, we shall probably find 
that we realized enough cash to repay 
what we spent for the young animals, 
plus reasonable interest on our two- 
year investment. 

Meanwhile, you would need no other 
evidence of what this enterprise has 
meant to our district than a trip 
through the back country. Too lurge a 
share of the cattle used to be scrubs. 
Now you will see pasture after pasture, 
and feed lot after feed lot, filled with 
fine, thrifty, white-face cattle —chiefly 
the offspring of those bulls we brought 
in from Texas back in 1935. 


ONE pillar of our Four Pillars of In- 

come program for local farmers is 
sheep—more and better sheep. A 
year ago there were about 3,000 sheep 
in Montgomery County. (See page 27) 





At one point in its program the bank organized a trip for farmers to 
the bluegrass country of Kentucky to study sheep raising 





Some 800 farmers attended a sheep meeting sponsored by the bank. 
Out of it came the Cumberland Valley Sheep Growers Association 
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ERVICE charges used to be a 
S lively topic of discussion. Bankers 
were interested, pro or con. The 
campaign was in full swing, only two or 
three years ago, to induce every bank 
to put in a schedule of service charges. 
Since then, enthusiasm has tapered off 
because it is generally believed that 
service charges have been established 
almost universally, and also because 
conditions in banking have improved 
to an extent which permits the manag- 
ing officer to let his mind wander away 
from the search for essential revenue. 
We in Kansas might feel that we 
have earned a rest because 85 per cent 
of all banks report that they are using 
service charges. And we might feel 
particularly encouraged because the 
Kansas Bankers Association some 
while back fixed upon a set of charges, 
both for standard activity and for 
miscellaneous which is uniform through- 
out the state. With this showing, why 
should we bother to keep harping on 
service charges? 

Recently we sent out to 128 mem- 
bers of the association, chosen pretty 
much at random from the various size 
classes in the state, a questionnaire of 
14 points. These questions were set to 
give us the facts on which to compute 
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IKANSAS SURVEYS 
Service Charges 


By 
M. L. BREIDENTHAL 


President, Security National Bank of Kansas City, Kansas, and Chairman, 


Bank M 9 ec. Fy 2 





, Kansas Bankers Association 


The conclusions: 1. That the service charge 
problem is far from settled. 2. That there 
is too great a diversity in today’s charges 


certain answers about service charges, 
earning assets, deposits, operating ex- 
penses, interest paid, salaries of officers 
and staff, account analysis. More 
than 100 answers came back. From 
these, some illuminating information 
was developed. It showed us beyond 
all doubt that the service charge situ- 
ation is by no means dead. Itisnota 
solved problem. Despite our state- 
wide uniform schedule, despite 85 per 
cent of Kansas banks reporting that 
they use the schedule, we know the job 
has been only well begun. 

Here is a group of 7 banks under 
$100,000 total resources, all operating 


under the association code of charges. 
One of these banks shows total service 
charges, for the first six months of 
1937, $1.52 per $100 of deposits. An- 
other shows 32 cents per $100. Average 
for the group is 97 cents. But, with 
one of them 57 per cent above average 
and another 67 per cent below average, 
certainly there is:a discrepancy calling 
for some adjustment. Surely the one 
bank is not getting the charges it 
should. Just conceivably, the high 
bank is laying it on too heavily. With- 
out looking into the particular situ- 
ations, it seems probable that the ideal 
level is somewhere between the average 








GROUP | 


| BANKS UNDER $100,000 
(SEVEN BANKS) 














GROUP 2 


BANKS $100,000 TO $250,000 
(SIX BANKS) 











GROUP 3 


BANKS $250,000 TO $500,000 
(FOURTEEN BANKS} 








100 
40 





SERVICE CHARGE REVENUE 
PER $100 OF GROSS EARNINGS 


HIGH 
** 


AVERAGE $17.20 


7 








SERVICE CHARGE REVENUE 
PER $100 OF GROSS EARNINGS 


HIGH $19.00 


* te 


** 
AVERAGE $12.64 
Low $9.00 4% => 


** * 
* 














SERVICE CHARGE REVENUE 
PER $100 OF GROSS EARNINGS 


HIGH $27.08 


* * + 


AVERAGE $10.81 


™* 


+ * 










































January, 1938—THE BURROUGHS CLEARING HOUSE 














[ HIGH, LOW AND AVERAGE SERVICE CHARGE REVENUE 
PER $100 OF GROSS EARNINGS OF 105 KANSAS BANKS 


HIGHEST SERVICE CHARGE 
Pe Coe REVENUE PER $100 OF 
EARNINGS $32.80 
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The main point here is the great variation in service charges shown by the Kansas Bankers Association Survey 


and the top, somewhere between 97 other bank in the same size group and figures was different. The low bank 
cents and $1.52, for this group of very in the same state? The average forthis. figured a service charge of something 
small banks. Obviously, banks of such entire group is 52 cents, so we have over $7 would be imposed on the ae- 
small total resources are going to have two banks 56 per cent above average, count. The high bank checked in with 
a real problem in making both ends and one bank 69 per cent below’ acharge ofa little more than $42. Yet 
meet unless they obtain a good slice of average. each of the 15 banks feels it has the 
service charge revenue. Take a large group, 26 banks be- best possible schedule of service 
Here is another group, 14 banks be- tween $500,000 and $1,000,000; these charges. 
tween $250,000 and $500,000. High are typical Kansas banks for size. Put yourself in the shoes of the 
figures for service charges, on thesame High bank $1.42, low bank 37 cents, treasurer of any concern with checking 
basis, are two banks at 86 cents. Low average 70 cents. The high bank is accounts throughout the state in ques- 
figures are 16 cents and 25 cents. Does about four times as high as the low’ tion. Even worse, put yourself in the 
it not seem logical that something bank. The high bank is 103 per cent shoes of the bankers when the com- 
needs attention when two banks can above average, the low bank is 47 per pany treasurers start after them to 
i, each make almost 550 per cent as_ cent below average. justify their assorted kinds of service 
much service charge revenue as an- Or the 30 banks between $1,000,000 charges. (What happens, of course, is 
and $2,000,000. Top $1.35, bottom 26 that the treasurers bear down on the 
cents, average 53 cents. High bank is high banks and ignore the low banks 
five times as good as the low bank. in the hope that they will continue.) 








| GROUP 4 High bank is 157 per cent above Even with our nominal state-wide 
average, low bank is 51 percent below. schedule of service charges, you can 
BANKS $500,000 TO $1,000,000 But why prolong the proof? Cer- see how far Kansas falls short of being 

(TWENTY-SIX BANKS) tainly it is unnecessary to keep up this in defensible shape. 


itemization to substantiate the asser- 
tion that the job on service charges has S° much for the fallacy that service 
only got well under way. Yet, from the charges are so generally accepted and 
letters that come to my desk from so well standardized that they do not 
sine ditieas wdiiniiad other states, Kansas is apparently one require further attention. How about 
PER $100 OF GROSS EARNINGS of the leading states for prevalence of the impression that with bank income 
wien ssu000* service charges and also for uniformity! from loans and investments closer to a 
; : A fellow chairman of a state associ- satisfactory level, it is unnecessary for 
ation’s bank management commission, banks to concern themselves with 
AVERAGE $15.62 in another midwestern state, recently service charges? 
sent me a tabulation he had worked Our state association’s bank manage- 
up. He sent out to 15 of his state’s ment commission has agreed on six 
banks a set of facts about a hypothet- basic facts. Because they are briefly 
* ical account, with its balances and de-_ stated, and because they constitute 
tails of its activity. He asked each something like a brief outline of what 
bank to analyze the account according we are considering in this article, it 
to its own method, and to send him the seems advisable to list them below: 
figures and the computations by which 1. The problem of the Kansas 
they had been reached. Each of the 15 banker is the problem of the small 
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town or country bank. (76 per cent of 
all Kansas banks are in towns having a 
population of 2,500 or under.) 

2. The first essential of a sound and 
safe bank is profitable operation. 
(While sound banking must be profit- 
able banking, yet it does not follow 
that profitable banking is sound bank- 
ing. Every community has a right to 
expect sound banking.) 

3. There is no connection between 
bank income from loans and invest- 
ments and bank income for services 
rendered. 

4. The future of the independent 
unit banker is at stake. The outcome 
will be determined by the ability of the 
small unit bank to provide sound and 
satisfactory banking services for its 
community and at the same time oper- 
ate at a profit. 

5. We must get our house in order 
so that we may be able to pay fair and 
reasonable salaries. 

6. The causes of bank failures have 
always developed during periods of 
prosperity. They only become ap- 
parent in periods of adversity. We 
urge adherence to the sound banking 
policies developed since the banking 
holiday —even though easier times do 
return. 

Item 3 in the platform above states 
the opinion not only of myself but also 
of all our commission. We see no con- 
nection between bank income from 
loans and investments, and bank in- 
come from services rendered. Account 
analysis provides for the services ren- 
dered. The depositor whose balance is 
sufficient to compensate us for the 
services he requires has no worry 
about this. Earnings on his excess 
balance above the amount required to 
carry his activity are our sole hope for 
profit from handling his business. As 
for the customer who gives us not 
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enough balance to compensate for his 
activity, we must get our revenue from 
his patronage by charging him for the 
services rendered. It is so plain, 
broken down in this fashion, that it 
requires no further argument. The 
only argument that can be marshalled 
on the other side is that it is so advis- 
able for the bank to hold the good will 
of the entire public that’ the bank 
should endow unprofitable customers 
with the proceeds of the accounts of its 
profitable customers. It hardly seems 
necessary in 1938 to take the trouble 
of refuting such a fallacy. A bank 
needs public good will. It needs to en- 
courage the comers before they have 
arrived. But it can do these things by 
sound methods, instead of by buying 
unprofitable business. 


WE are working toward 100 per cent 

account analysis in Kansas banks. 
Until a bank has 100 per cent analysis, 
until it analyzes every account in the 
bank and spreads service charges im- 
partially upon all whose accounts de- 
serve them, it is not doing a really good 
service charge job. To the best of my 
knowledge, the two banks of Coffey- 
ville, Kansas, were the first clearing 
house unit to standardize on 100 per 
cent analysis anywhere in the United 
States. *Shortly afterwards came Pitts- 
burg, Kansas. Since then, the idea has 
spread both outside our state and in- 
side. The banks of Kansas City, 
Kansas, employ 100 per cent analysis. 
So do the clearing houses of several 
smaller Kansas Cities. In the larger 
cities of the state, some banks are on 
100 per cent analysis even though 
their direct competitors are not. And 
every banker with whom I have talked 
is so strong for this policy, once he has 


Reported by The Burroughs Clearing House, October, 1934 


had a few months experience with 100 
per cent analysis, that he wonders how 
he ever got along without it. 

When Kansas City adopted it, we 
put in equipment adapted to 100 per 
cent analysis so that there was no in- 
crease in labor; one man working in 
time he can spare from his other duties 
is able to prepare all of the debit 
tickets between the first and the tenth 
of each month. Of course like any 
other posting operation, 100 per cent 
analysis is handled most efficiently on 
modern machines, but is possible, and 
profitable, even by hand. One of the 
very largest Kansas banks has 100 per 
cent analysis, has not yet shifted over 
to the machines for handling it. That 
bank is doing it by hand, is in essence 
keeping a separate set of hand-posted 
ledgers from which to compute ac- 
count analysis. The method is slow, 
it is unhandy, it is expensive because 
it costs added clerical time whereas on 
a machine the task would add no cost. 
Nevertheless, the big bank with the 
hand operation is thoroughly sold on 
account analysis, has proved that even 
with the additional clerk-hire required 
the net service charge revenue has 
shown an increase. When they get the 
operation on modern machine posting, 
their net revenue will swing sharply 
upward because of the savings. 

Ever-so-many country bankers dis- 
close a fear that 100 per cent analysis 
will make it necessary for them to add 
a clerk or two, which is more than the 
smaller types of country banks can 
afford. Those of us with practical ex- 
perience in 100 per cent analysis as- 
sure them that, no matter how badly 
overworked they may already be, they 
will still be able to swing 100 per cent 
analysis without any added personnel. 
There is no space available here to 
prove this point. Ask any banker who 
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has 100 per cent analysis; he will con- 
vince you if you can get him to show 
you through the work in his own 
institution. 

When we went on 100 per cent 
analysis, we had thought we were doing 
a good job of analyzing all accounts 
which needed analysis and of getting 
an adequate return from the small ac- 
counts which were on metered charges. 
Actually, our service-charge revenue 
for the first month of 100 per cent 
analysis was almost 50 per cent higher 
than it had ever been before. Ever 
since, it has held at this high level. 
The reason is obvious to anyone who 
has seen the plan in action anywhere. 
We were failing to analyze a great 
many accounts which we assumed 
were profitable; when we began to 
analyze these we discovered dozens of 
sleepers which were causing us loss. 

Nor is this solely a problem for city 
banks. Numerous small-town bankers 
have proved the plan quite as satis- 
factory for themselves as it is for the 
larger banks. For one thing, the small 
banks need it so urgently. The inter- 
est income theoretically possible in a 
small bank is inadequate to meet ex- 
penses, the actual interest earned falls 
well short of theoretical possibilities. 
And, with this need for income, there 
exists a source of additional income 
ready at hand for the bank which will 
really modernize its  service-charge 
setup. 

If it were a problem for city banks, 
we of the bank management commis- 
sion of the Kansas Bankers Associ- 
ation would not be worrying our heads 
about it. Kansas is a rural state, it has 
few large towns. Of our state’s. banks 
(for 1935, last figures available) 76 per 
cent are in towns under 2,500 popula- 
tion, 77 per cent have deposits under 
$500,000. This is a smaller average 
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Service Charge Revenue in Relation to 
Net Earnings 
105 KANSAS BANKS ... BY GROUPS 
(Figures for each $100 of Deposits*) 
Group 1— a . 
Deposits $100,000 or less. 7 Banks. Earnings Charges Earnings 
Bank with lowest net earnings..... $4.14 $ .32 (Loss)$.21 
Bank with highest net earnings..... 8.70 1.05 3.60 
Average for group............. 5.67 .97 1.28 
Group 2— 
Deposits $100,000 to $250,000. 6 Banks. 
Bank with lowest net earnings..... 6.26 82 .99 
Bank with highest net earnings..... 6.70 wa 2.84 
Average for group............. 5.85 74 1.88 
Group 3— 
Deposits $250,000 to $500,000. 14 Banks. 
Bank with lowest net earnings..... 3.89 54 .29 
Bank with highest net earnings..... 6.95 .30 2.82 
Average for group............. 4.84 we 1.46 
Group 4— 
Deposits $500,000 to $1,000,000. 26 Banks. 
Bank with lowest net earnings..... 4.00 .64 .64 
Bank with highest net earnings..... 5.99 81 2.95 
Average for group............. 4.45 70 1.50 
Group 5— 
Deposits $1,000,000 to $2,000,000. 30 Banks. 
Bank with lowest net earnings..... 2.79 a 49 
Bank with highest net earnings..... 5.55 43 2.92 
Average for group............. 3.90 oo 1.31 
Group 6— 
Deposits $2,000,000 to $4,000,000. 15 Banks. 
Bank with lowest net earnings..... 3.24 30 717 
Bank with highest net earnings..... 4.90 V2 2.39 
Average for group............. 3.60 48 1.21 
Group 7— 
Deposits $4,000,000 to $8,000,000. 4 Banks. 
Bank with lowest net earnings..... 2.03 31 .36 
Bank with highest net earnings..... 3.63 43 1.58 
Average for group............. 2.74 20 .92 
Group 8— 
Deposits $8,000,000 and over. 3 Banks. 
Bank with lowest net earnings. .... 2.20 08 42 
Bank with highest net earnings..... 2.01 30 74 
Average for group............. 1.97 20 .60 
*It should be noted that the result figures in this tabulation are based on deposits, 
whereas the result figures in the charts are based on gross earnings. The purpose, in 
the tabulation, is to examine the relation of service charges to net earnings and to 
show the result in terms of net earnings on deposits. 
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than that of the entire United States, 
but the nation-wide figures for banks 
are that 59 per cent are in towns 
under 2,500 population, 54 per cent 
have deposits under $500,000. It is 
evident, therefore, that even though 
Kansas runs below the national average 
for size of towns and size of banks, it is 
not so far off that what we are doing 
is elsewhere inapplicable. My own 
opinion is that the facts we uncover, 
and the policies which are thereby in- 
dicated, are not far different from what 
any state association might turn up in 
going at it the same way. 


NOBODY can deny that the first es- 
sential of a sound and safe bank is 
profitable operation. Service charges, 
fair but adequate, are certainly an im- 
portant step to safe operation and con- 
tinuing profits. The situation in re- 
spect to commercial loans, commercial 
paper, interest rates, general trends, is 
not reassuring as to income from earn- 
ing assets. A bank might have its 
ledgers loaded with deposits, and still 
have no outlet by which to convert 
this cash into income. We saw some- 
thing pretty close to that situation a 
few years ago, and we may very well 
see il some time again. The largest 
single item in the cost of running a 
bank is activity. A one-man country 
bank could handle $100,000,000 in de- 
posits if there were only a few checks 
and a few deposits a day, and no need 
to worry about investing. 

It is therefore essential that for 
safety the bank maintain a source of 
revenue which varies with the activity. 
The only kind of revenue meeting this 
specification is from service charges. 
No matter what may occur in future, 
there will be service charges coming in 
regularly to any bank set up to obtain 
them, and they will be coming in 
throughout any conditions in which 
banks might conceivably remain open. 
Therefore, they are part of the formula 
requisite to safe banking. And this is 
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peculiarly applicable to the small unit 
bank, which lacks the opportunities of 
the big city banks to find income-pro- 
ducing loans. 


BYERY banker who came through the 

black years before 1934 needs no re- 
minder that the causes of bank failures 
develop during good times, even 
though they may not show up until 
bad times. We all learned in 1931 and 
1932 and 1933 that this is so, that every 





Che National Bank 


of Pittsburg, Kansas 
CHARGE 





1 Checks Cashed: 


Clearings Transit 





Certified Check 
Collection - No. 
Coupons, Govt... . ___. 
Coupons, Other 

Drafts or Cashiers Checks 
Escrow - No. 

Exchange 


@Sc 


woeonourFt whnd 


Guaranteeing Signature 


S 


Income Tax Report 


Ins. Funds Checks & O. D. 
(Over for Date & Payee) 


12 “Lift” Check 

13 Notarial Acknowledgment 
14 Preparing Papers 

15 Returned Items Redeposited 
16 Safe Keeping 

17 Stocks or Bonds Handled 
18 Stop Payment Order 

19 ‘Telegraphic Transfer 
Miscellaneous (Over) 


- 
— 








The form above was designed as a means 
of collecting charges where unusual 
services are rendered to unprofitable ac- 
counts. A listing of these services is 
printed on the form itself, providing both 
an accurate and an inexpensive method 
for putting these charges into effect 





loan is a good loan when made and be- 


comesa bad loan only whenit comes due. 
The same thing is true of (See page 25) 





EXPLANATION OF SERVICE CHARGE 


This charge is based upon the activity of the 
account in proportion to the average daily balance. 


It represents the difference between the possi- 
ble earnings from the customer’s balance and the 
cost of rendering service on the account. 


A service charge is not intended as a revenue 
producer for the bank but as a means of placing 
each account on a self-sustaining basis. 


By this plan depositors may have the privilege 
of a checking account without a charge by careful 
attention to the number of checxs that they issue 
and to their average balance carried in the bank. 


This bank wants its services to be available to 
every resident of this community, whether the ac- 
count be large or small, and this plan scientifically 
and fairly distributes the cost, treating every pa- 
tron alike and enabling the bank to handle any 
size checking account satisfactorily. 


Each account will be analyzed. separately, and 
no checking account is to be exempted from the 
service charge because of other balances on which 
interest is paid. 


DEFINITIONS OF TERMS USED 


Maintenance Cost: The overhead cost on each 
account (aside from activity costs) such as cler- 
ical expense, deposit insurance, and cost of checks, 
pass books, ledger supplies, etc. 


Clearing Items: Checks or money orders de- 
posited or cashed by you, payable in Pittsburg but 
which must be pr d to another bank or the 
post office for payment, 





Transit Items: Checks or drafts not payable in 
Pittsburg, which must be sent to out-of-town banks 
for collection. 


Ledger Entries: Your own checks paid or de- 
posits made during the month. 


Miscellaneous Charges: For sundry services 
(other than above) rendered during the month, 
such as: collections, coupons, dratts purchased, 
notary, overdrafts, etc—but not including actual 
“out-of-pocket” expenses, which must be paid in 
full. 


IF THERE IS ANY CHARGE YOU DO NOT 
UNDERSTAND, OR IN THE EVENT OF 
ERROR, PLEASE RETURN FOR 
ADJUSTMENT 








A detailed statement of services rendered 

to customers is a form, printed front and 

back, that takes the public relations fac- 

tor into consideration. The front, below, 

is the statement. The back, above, car- 

ries an explanation of the charge and a 
definition of terms 





Che National Bank 


of Pittsburg, Kansas 


In conformity with the rule adopted by the 
Banks in Pittsburg and Crawford County, 
effective Jan. 1, 1935, we charge your ac- 
count for the net cost of services rendered 
during the past_month, as shown by the 
following analysis: 


Please deduct from your bank balance. 





Naine 



































Monthly maintenance cost,- - - - + §$ . 50 
Clearing Items a) a . 
_______Transit Items @2e- - - ° 
Ledger Entries @ 3c - + = . 
_______Miscl. Charges pe 
ToTAL Cost OF CARRYING YOUR ACCOUNT - $ ° 
oe p 


Less allowance for possible earning power of your loanable balance for the month. 
NET COST of services rendered. - - - 





TOTAL CHARGE $ 
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| Houstinc PRoGRAM «+++ 


With new emphasis on housing, a series of amendments to the 


‘ 


national housing act are offered to popularize insured mort- 
gages and to revive lending for modernization under Title I 


By HENRY D. RALPH, Washington Correspondent 


REATER use of bank funds and other private 
(; capital in financing new construction of homes is 

one of President Roosevelt’s chief hopes for stimu- 
lating general business activity. 

At his request Congress is expected to enact a series 
of amendments to the national housing act designed 
to remove some of the restrictions which have prevented 
financing agencies, building operators, and prospective 
home owners from making wider use of the facilities of the 
Federal Housing Administration. These suggestions are 
embodied in identical bills introduced by Senator Robert F. 
Wagner of New York and Representative Henry B. Steagall 
of Alabama, chairmen of the Senate and House committees 
on banking and currency. 

A reduction in the interest rate and service charge which 
banks may collect on insured mortgages is one of the most 
important proposals. While this may make insured 
mortgages less attractive to some financing institutions 
there are certain compensating advantages in the legislation 
which simplify the operations of the mortgage insurance 


system. At the same time, the legislation opens a new 


field of investment for commercial banks by permitting 
them to purchase debentures to be issued by national 
mortgage associations. Other provisions permit the insur- 
ance of mortgages on large scale housing operations, the 
financing of which probably will interest only insurance 
companies and the very large banks, and revive Title I 
under which the FHA guarantees bank loans for repair 
and modernization of improved real estate. 

The new plans do not call for any direct use of govern- 
ment funds for housing, but the government will assist 
through the guarantee of modernization loans under Title I, 
through continued guarantee of debentures issued in 
exchange for foreclosed mortgages, and through purchases 
by the Reconstruction Finance Corporation of stock in 
national mortgage associations. 

The importance President Roosevelt attaches to revival 
of home construction as a part of general business recovery 
is shown by the statement in his message that “‘from the 
point of view of widespread and sane economic recovery, 
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JESSE JONES, 
Chairman, Reconstruction Finance Corporation 


MARRINER S&S. ECCLES, 
Chairman, Federal Reserve System 
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STEWART McDONALD, 
Federal Housing Administrator 


.... figured prominently in legislation intended to stimulate 
home building and business recovery. 


housing constitutes the largest and most promising single 
field for private enterprise. 

‘“‘Housing construction has not kept pace with either 
the need or growth of our population,” the President 
declared. 

“It is estimated that an average of 600,000 to 800,000 
dwelling units ought to be built annually over the next five 
years to overcome the accumulated shortage and to meet 
the normal growth in number of families. In other words, 
we could build over the next five years three or four million 
housing units, which, at a moderate estimate of $4,000 per 
unit, would mean spending from twelve to sixteen billion 
dollars, without creating a surplus of housing accommoda- 
lions, and, consequently, without impairing the values 
of existing housing that is fit for decent human occupancy.” 


Revival of Title I Loans 


Revival of Title I of the housing act is designed to 
stimulate modernization by inducing banks to lend more 
freely for such purposes. Under this Title, the operations 
of which are familar to many banks, the FHA guarantees 
loans made for modernization of residences and commercial 
properties. 

The loans are made on a discount basis and are amortized 
monthly and combine the features of collateral and charac- 
ter loans. Title 1 was admittedly a temporary measure 
and was at first confined to loans of not more than $2,000 
for the repair of residences only, but was later extended 
to April 1, 1937, and enlarged to cover loans up to $50,000 
on commercial and income producing properties and 
equipment. The new legislation makes Title I again 
effective until July 1, 1939, but restricts the guarantee to 
loans of $10,000 or under and does not permit the guarantee 
of loans for the purchase and installation of equipment 
and machinery. The guarantee will not exceed 10 per cent 
of the total amount of such loans made by any financial 
institution, and the original guarantee fund of $100,000,000 
is converted into a revolving fund so that no additional 
appropriations will be needed to continue the guarantee 
of such loans. 


Insured Residence Mortgages 


New and separate provisions are carried in the Wagner- 
Steagall bill for mortgages on homes costing less than $6,000 
and for financing apartments and large scale projects, but 
the principal changes affecting mortgages on homes costing 
between $6,000 and $20,000 are reductions in the interest 
rate, service charge, and insurance premium. 

At present, insured mortgages carry an interest rate 
of 5 per cent plus a service charge of one-half of 1 per cent. 
The President has proposed that this be reduced to 5 per 
cent net. No new legislation is needed, as this change may 
be put into effect by regulation. Its effect will be to 
eliminate the service charge heretofore retained by the 
bank or lending institution for placing the loan and making 
collections. To this extent the change will make insured 
mortgages less attractive as investments for banks and may 
complicate the sale of insured mortgages to other investors 
since in the past the bank has usually continued to service 
such mortgages after their sale, retaining the specific 
service charge as compensation. 

Heretofore the insurance premium has been one-half of 
1 per cent on the original face value of the mortgage, but 
the new legislation makes this charge of one-half of 1 per 
cent apply to the diminishing balance of the mortgage. 
This change will reduce the size of the FHA’s mortgage 
insurance fund but will also reduce the cost and induce more 
home owners to take advantage of the FHA plan. 

The Wagner-Steagall bill does not permit the applica- 
tion of FHA insurance to a mortgage larger than $16,000. 
or 80 per cent of a house valued at $20,000, although some 
members of Congress have suggested that this limit be 
raised to include more costly homes or that the percentage 
represented by the mortgage be increased beyond 80 per 
cent. A movement was also in prospect to extend FHA 
insurance to farm homes, although,in the past the FHA has 
confined its activities exclusively to urban property. 

In addition to these outstanding changes, there are a 
number of more or less technical amendments to the hous- 
ing act provisions relating to the mortgage insurance fund. 
foreclosure procedure, and debentures. 

A number of important changes are made in the 
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debentures issued by the FHA when a mortgage has been 
taken over on foreclosure. The most important change is to 
make these debentures unconditionally guaranteed as to 
principal and interest by the Federal Government. Under 
the old law, this guarantee would have extended’ only to 
July 1, 1939, and only to the extent that the mortgage 
insurance fund was unable to meet these obligations. 
These debentures are also made negotiable, whereas under 
the old law they were considered to be non-negotiable. 
It is provided, however, that these debentures shall not be 
exempt from taxation, whereas the old law contained an 
ambiguous provision to the effect that these debentures 
would be subject only to such Federal, state, and local 
taxes as the mortgages in exchange for which they were 
issued. Another change is that these debentures are to be 
issued in multiples of $50, and odd amounts are to be 
settled in cash. These changes and a number of technical 
amendments regarding foreclosure procedure, should make 
it easier for banks to recover their investments in cases 
of default. 


Small House Provisions 


Special treatment is provided in the Wagner-Steagall 
bill for mortgages on houses costing $6,000 or less. It is 
provided that mortgages on such homes may be insured 
up to $5,400, or 90 per cent of the value, and that the 
insurance charge may be as low as one-fourth of 1 per 
cent per year on the diminishing balance of the mortgage. 
‘These provisions would apply only where the mortgagor 
is owner and occupant of the property and has paid at 
least 10 per cent of the appraised value in cash or its 
equivalent, and where the property has been approved for 
mortgage insurance prior to the beginning of construction. 
In his message, President Roosevelt suggested that the 
reduced insurance premium on such homes apply only to 
mortgages insured prior to July 1, 1939, but such time 
limit does not appear in the legislation. 

Observers pointed out that in spite of these liberal 
provisions for small homes, many banks will not care to 
make mortgage loans as high as 90 per cent of the value, 
particularly in states where foreclosure costs are apt to 
approximate 10 per cent of the value of such property. 
In many localities, state laws prevent banks and building 
and loan associations from making first mortgages greater 
than 80 per cent of the value. On the other hand, it is 
pointed out that in the past a great many persons have 
purchased homes with less than 10 per cent equity through 
the use of second and sometimes third mortgages, and that 
the writing of a single 90 per cent mortgage is simply a 
recognition of existing conditions. 


Large Scale Projects 


Two new sections are added to the law to provide for 
insurance of mortgages on large scale and rental housing 
projects. A separate insurance fund is set up for such 
mortgages and a slightly different type of debentures will 
be issued in case of foreclosure. The first of these provi- 
sions supplants the old section on low cost housing insurance 
which proved to be too ambiguous for practical use, al- 
though a number of large projects were insured under it. 
This provision permits the FHA to insure mortgages 
obtained from insurance companies or large banks by state 
or municipal agencies, limited dividend corporations, or 
private corporations or trusts for the purpose of rehabili- 
tating slum areas or providing housing for either rent or 
sale under certain conditions. One of the provisions is that 
the cost attributable to dwelling use shall not exceed $1,200 
per room, and another is that the FHA may restrict rents 
and earnings during the life of the mortgage insurance. 
Such mortgages may be as large as $5,000,000 each. 

The other new section permits the insurance of mort- 
gages ranging from $16,000 to $200,000 each, covering 





| 
The New McAdoo Bill | 


A new branch banking bill has been introduced 
by Senator William Gibbs McAdoo of California, 
former Secretary of the Treasury, which is a con- 
solidation of, and substitute for, two separate bills 
on this subject introduced by him in the last ses- 
sion. The Senator has requested the Senate bank- 
ing committee to hold hearings on the measure 
at an early date. 


The new bill contains two short provisions, one 
to prohibit the ownership of banks by holding 
companies, and the other to permit national branch 
banking across state lines. The first provision 
would make it unlawful, within three years, for any 
corporation to hold more than 10 per cent of the 
stock of any bank which is a member of the Federal 
Reserve System. This prohibition would also apply 
to stock held by any other corporation directly or 
indirectly controlled by another corporation. The 
author declared that its purpose is to put an end 
to so-called chain banking or the control of banks 
by holding companies or other corporations. 


The second provision of the new McAdoo bill 
would permit a national bank, with the approval 
of the comptroller of the currency, to establish and 
operate new branches at any place within the 
Federal Reserve District in which it has its principal 
office, provided that no branch could be operated 
in any state which does not permit its state banks 
to operate branches. This provision for interstate 
branch banking, contained in an earlier McAdoo 
bill, has aroused much opposition from state banks 
and champions of unit banking, and even though 
it is now coupled with a prohibition against holding 
company control of banks and chain banking, it is 
certain to meet strong opposition in Congress. 




















property upon which there is to be constructed one or more 
multi-family dwellings or a group of not less than twenty- 
five single family dwellings. There is a restriction that the 
cost of such projects attributable to dwelling use shall not 
exceed $1,000 per room. 

One of the most important liberalizations in the new 
legislation pertains to the powers of national mortgage 
associations. The original housing act contemplated the 
formation of such associations to buy and sell insured mort- 
gages written by others as a means of providing liquidity for 
banks and to permit a freer flow of building money from one 
section of the country to another, but so far none have been 
formed with the exception of the RFC Mortgage Company 
financed by the Federal Government. The new Wagner- 
Steagall bill permits national mortgage associations to 
service mortgages as well as to buy and sell them and also 
to make direct loans for the construction of large scale rental 
housing projects insured by the FHA. The capital provi- 
sions are also changed so that a national mortgage associ- 
alion can commence business upon the payment of 25 per 
cent of its capital stock, whereas under the old law it was 
required that $2,000,000 of capital be paid in before any 
mortgages might be purchased. 

The Reconstruction Finance Corporation is already em- 
powered to purchase capital stock in national mortgage 
associations, and in his housing message President Roosevelt 
stated that in order that one or more such associations may 
be promptly organized he is asking the RFC to make 
available out of the funds already allocated to the RFC 
Mortgage Company, $50,000,000 for purchasing stock. 
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The form above is a sticker. It is a re- 
minder to customers of their need for safe 
deposit box protection. It is attached to 
all abstracts, insurance policies, deeds, 
contracts, and other valuable papers 
delivered by the bank to customers 


To prevent loss of the “‘extra”’ deposit box key, 
the bank supplies customers with the inexpen- 
sive key retainer shown at the left. It is made of 
heavy, grained paper, is easily folded, and per- 





manently identifies the key it contains 


Renting Derosir Boxes 


Wherein the importance of a high percentage of safe deposit 
box rentals is discussed by the president of a country bank 


AFE deposit boxes can be listed 
S as a steady and consistent revenue 
builder, but to justify their exist- 
ence they should be rented up to 
capacity. It is easy for a bank with 
five hundred boxes to rent half of 
them, but the bank that can keep four 
hundred and seventy-five rented is 
making four hundred and fifty dollars 
more per year on the same investment. 
With this in mind we strive constantly 
to keep our boxes rented. 

We have made a list of customers 
that we believe need the services of a 
deposit box and when these customers 
come to our counters we mention it 
to them, enumerating the advantages 
of keeping all valuable papers in one 
safe place. We find that a particularly 
good time to solicit patrons is after 
a fire, for it is then driven home to 
them that they might suffer a loss. 

We use a sticker like the sample, 
reading: “IMPORTANT! This is a 
valuable paper. For safety keep it in 


a safe deposit box. This bank offers: 


boxes at a reasonable rental.’’ We 
fasten this sticker to abstracts, insur- 


By 
Cc. W. FISHBAUGH 


President, Security Trust and Savings Bank, 
Shenandoah, lowa 


ance policies, deeds, contracts and all 
other valuable papers when they are 
delivered by the bank to customers. 
This is one of the ways in which we 
constantly remind them of their need 
for deposit box protection. 

The ideal system would be to rent 
every box, but this would not only be 
next to impossible, but would not be 
wise. It is better to have a few desir- 
able boxes that can be rented in- 
stantly in case of some new customer 
moving to town and wishing a box. 
If he were told you had no boxes to 
rent, or a poorly located one he would 
surely go some other place to rent a 
box, and would in all likelihood carry 
his account to the same place. 

We have keyhole signals for our 
boxes. These are little pronged discs 


that can be fastened into the keyholes. 
We use these discs in two colors, red 
and blue, using the red for vacant 
boxes and blue for those for which we 
have special instructions. Whenever, 
we notice the red tags numbering over 
twenty-five, we start more active 
work in soliciting customers. 

In order to give the customer abso- 
lute protection we do not keep any keys 
at the bank with the exception of the 
master key. Many customers ask us 
to keep one key, but we show them 
that it is to their interest that we do 
not have access to their own boxes. 
We give each customer an inexpensive 
key container. This carries the fol- 
lowing wording: ““KEEP ONE SAFE 
DEPOSIT BOX KEY IN THIS WAL- 
LET —Loss of keys will cause you 
considerable expense. Both keys must 
be returned to us, when box is sur- 
rendered.” This gives the renter some 
place to keep his extra key, and avoids 
the possibility of the loss of both. 

When the customer calls for the 
master key we have him sign a register 
giving the number of his box and the 
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time the key is called for. Although 
this is done by larger banks, most of 
the country banks fail to follow this 
procedure, thereby leaving themselves 
open to liability and trouble. 

There are many advantages in hav- 
ing this register. If a renter should 
happen to leave some papers in the 
safe deposit room, we could instantly 


refer to the register to see who had 
entered the vault. In case of an 
estate it is necessary to send a record 
of the contents of the box to the 
Secretary of State. When one of our 
renters passes on, we list his box at the 
head of the register. Should anyone 
call for this number he is referred to 
the writer, who then handles the formal 
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work of notifying the authorities. 

We have the rent on all of our boxes 
due January first. We find that this 
takes less work than any other 
method. Most of the renters have us 
charge their account with the fee, 
the rest we notify by mail. We collect 
practically all the rent during the 
months of January and February. 








Philadelphia’s Safe Deposit Week 








By 
F. TRAVIS COXE 


Assistant Secretary, Fidelity-Philadelphia Trust 
Company, Philadelphia 


HE potential market for safe de- 

posit rentals in the Philadelphia 
area is enormous. Proportionately the 
number of actual box rentals is trifling. 
However, the expense of any plan to 
promote safe deposit box rentals, and 
on this all members of the Philadelphia 
safe deposit group agreed, must be in 
line with the income or prospective 
income from the boxes. Each bank 
was spending a certain allotment of its 
advertising appropriation on safe de- 
posit service. Was there, then, a 
means by which safe deposit promo- 
tion could be made more effective 
without increasing the banks’ normal 
expenditures for safe deposit adver- 
tising? 

In advertising parlance, safe deposit 
box service had never had a “‘smash”’ 
campaign in Philadelphia. Accepted 
advertising procedure in local news- 
paper campaigns, is to lead off with a 
full page “‘smash” that cannot escape 
attention and then to follow up with a 
steady succession of small advertise- 
ments to strengthen the original im- 
pression created by the “‘smash”’ page. 

Thus it was that the campaign to 
make Philadelphia safe deposit con- 
scious was modeled along the lines of 
accepted and effective advertising 
practice. A single bank could not 
afford full page newspaper advertising 
for safe deposit rentals. The cost 
would be out of all proportion to the 
prospective results. Acting co-oper- 
atively, however, the Philadelphia 
safe deposit group with the cordial 
co-operation of the Philadelphia In- 
quirer was able to publish on November 
29, 1937, a full newspaper page devoted 
to the safe deposit box idea. Editorial 
reading matter on the page designated 
the week of November 29 as Safe 
Deposit Week and developed the 
reasons for renting a safe deposit box. 
The individual announcements, how- 
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Your Valuable Papers 
‘They cannot be mistald, burned, 
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A Safe Deposit Box 


IS LOW COST INSURANCE 


Why take the risk of losing your valuables 
through Burglary, Theft or Vandalism? 
Your possessions such as Stock Certificates, 
Bonds, Jewelry, Will, losurance Policies, 
Heirlooms, Deeds, Contraces, Tax Receipts, 
belong in 2 Safe Deposit Box. 
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ever, were supplementary to the basic 
idea of the page, namely to sell safe 
deposit box service as such. Some of 
the banks, during Safe Deposit Week, 
mailed to customers and others, litera- 
ture on safe deposit service to “‘tie 
in” with the newspaper campaign. 


While it is too soon to say at this 
time how great was the increase of 
inquiries for safe deposit boxes, it is 
already clear that the campaign has 
resulted in a considerable increase in 
the safe deposit consciousness of the 
community. 
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Durector (QUUTCHBILL 


Digs Up a Dividend 


T was not often Mr. Thistle opened 
his mouth. Whenever he voted, as 
one of the five directors of the 

Ferndale National Bank, he did it by 
a sad shake of the head or, at infre- 
quent intervals, by a doubtful nod. 
But at a board meeting in December 
he unsheathed from his breast pocket a 
long, mildewed envelope bearing a 
faint blue postmark of the year 1870, 
and cackled a whole minute. 

“That, gentlemen,” said Mr. Thistle, 
“is a letter written by a stockholder to 
my father who was a member of the 
first board of directors of this bank. 
It compliments the board on paying a 
dividend on the capital stock after 
only two years of business. It isn’t 
likely you'll ever see such a letter 
again, so I fetched it down as a sort 
of curiosity.” 

*‘Good gracious!” jerked out Presi- 
dent Perkins, running the palm of a 
fat hand around the top of his bald 
head, “it ought to be framed and hung 
somewhere.” 

“If you want tc frame it,’ uttered 
Mr. Thistle, “I'd like to keep the 
stamp on the envelope. I understand 
it’s worth upwards of $13.” 

Immediately Director McTavish put 
on his eyeglasses, reached for the old 
envelope and examined the strange 
little square postage stamp with its 
faded blue cancellation over one corner. 

“Mm-m! Queer old stamp. What 
makes it worth $13?” 

“Oh, some folks fancy ’em,” mut- 
tered Mr. Thistle. “I’ve got a nephew 
down country who goes in for stamps. 
He wanted it.” 

“I should send the whole works to 
the British Museum,” stated Mr. 
Spearhawk, the leanest director, “‘and 
write a letter to ’em certifying this 
bank paid at least one dividend. They 
might give 100 pounds sterling for 
such an antique.” 

“Huh, I remember stamps like 
them,” nodded Mr. Clutchbill, the 


Mr. Thistle displayed a letter post- 
marked 1870. ‘‘It compliments the 
board on paying a dividend after 
only two years. If you’d like to 
frame it,’’ hesaid, ‘‘I’dlike to keep the 
stamp. I understand it’s worth $13” 


By 
FRED COPELAND 


Cashier, The Randolph National Bank, Randolph, Vermont 


[llustrated by Harold Flucke 


At a board meeting in December, it came to 
light that the bank was on the eve of its 
seventieth anniversary. Whereupon Director 
Clutchbill suggested that the board ought 


to try to declare an anniversary dividend 
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‘“‘Hurry!’’ ordered Director Clutch- 
bill. ‘‘Don’t stop to tear off the 
stamps. Take the whole envelope’’ 


oldest member of the board. “It’s 
postmarked 1870 and the letter says 
the bank had been going two years... 
sort of makes 1938 the 70th anniver- 
sary, doesn’t it? We ought to pay an 
anniversary dividend on the common.” 

“Out of what?’ inquired President 
Perkins. 

“Yeah,” nodded Mr. Spearhawk 
after no one answered, ‘‘as usual we'll 
have to send the common stock- 
holders a seven-cent calendar with the 
season’s greetings. Besides, some of 
the oldest stockholders wouldn’t sur- 
vive an envelope with an actual divi- 
dend in it. The shock would kill 
em.” 

“I was trying to think where I’d 
seen some stamped envelopes like this 
before.” Mr. Clutchbill took off his 
spectacles and scowled into space. 
“Seems as though they were a different 
color and larger amount.” 

“If they was 90-centers of the same 
issue and fancy specimens they’d 
fetch upwards of $100 each. My 
nephew told me collectors paid high 
for ’em.” 

“Hm-m!”’ Mr. Clutchbill cocked 
his head in thought. “I'd love to see 
just one more dividend on the com- 
mon. It would seem like the good 
old days.” 

‘““Yeah, huh, well,” said Mr. Spear- 
hawk, “‘since it ain’t likely we’ll declare 
one today, or for the next twenty 
vears, I guess I’ll go home and rake 
the leaves off the lawn . . . likely to 
get snow any night now.” 

“IT don’t know but I’ve thought 
of a way a dividend can be declared. 
I'll let yuh know later,” suddenly 
stated Mr. Clutchbill, getting up and 
leaving the astonished board. 


R. Clutchbill headed on a slant 

across Main Street, turned a corner 
and entered the general store of 
Zeloph Pickle. 

Mr. Pickle, who had a pair of pale 
blue eyes and a soiled Scotch terrier 
mustache, raised up back of the 
counter. 

*“Mornin’, Aaron. Tough weather. 
Another kellin’ frost last night.” 

“Cruel. I had to come in to get 
warmed up before I started for home.” 
Mr. Clutchbill sat down beside an 
ancient wood burner and gazed idly 
around the walls and up at the ceiling. 
“You know, Zel,’’ drawled Mr. Clutch- 
bill, ‘I sort of like to come in here and 
think how this room used to be the 
old bank before we moved _ thirty 
years ago.” 

“Yeah,” nodded Mr. Pickle sadly. 

“It came up today in directors’ 


meeting that exactly seventy years 
have gone by since the old bank 
started off.” 

“Hm-m, quite a spell. Things 
change,” mused Mr. Pickie absently 
examining a grain bag for mice holes. 

“Yeah, it came to me that when we 
sold out to yuh there was some barrels 
of old letters up in the attic that must 
run back to the first days. We may 
have a little celebration and I wonder 
if you’d mind if I looked the old letters 
over.” 

Mr. Pickle was standing up now, 
and there was a catty look in his eye 
as he regarded Mr. Clutchbill’s inno- 
cent face. 

“IT promised a feller he could hunt 
through them barrels for postage 


21 





stamps. He’s making a collection.” 
Mr. Clutchbill’s heart skipped a 


beat. ‘‘Zel,”’ he warned, “them letters 
really belong to the bank.”’ 

“I bought these premises, and con- 
tents,” snapped Zel, pushing his jaw 
up under his mustache ’til it stuck out. 
““You’re welcome to look ’em over 
after he gets through.” 

“Who is the cuss,” yawled Mr. 
Clutchbill, getting up and walking 
back and forth in front of the counter, 
glaring steadily at Zeloph Pickle. 

“Well, if you’ve got to know, he’s 
a nephew of mine who lives in Boston. 
He’s a student and he’s gone cuckoo 
over old stamps.” 

“T ain’t goin’ to allow him to touch 
a single one of them (See page 29) 
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Court D 


The present status of the Municipal Bankruptcy Act... Decisions 


clarifying national bank charter powers...The legal standing of 
trustee deposit accounts... Deductible charitable contributions 


Municipal Bankruptcy 


Bankers with heavy holdings of 
municipal bonds breathed with relief 
when the United States Supreme Court 
held the Municipal Bankruptcy Act 
unconstitutional as an unwarranted in- 
trusion by the Federal Government 
into state and municipal affairs. 

At its last session, however, Con- 
gress passed another municipal bank- 
ruptcy law, presumably designed to 
overcome the constitutional objections 
to the earlier act. 

This second Municipal Bankruptcy 
Act has now been found unconstitu- 
tional by a Federal District Court in 
California for virtually the same 
reasons as those for which the first Act 
was held invalid. 

Though expressing himself as being 
personally in favor of upholding the 
Act, Judge Yankwich, who wrote the 
opinion, pointed out that he was com- 
pelled to follow the law as expounded 
in the Supreme Court’s decision in- 
validating the first municipal bank- 
ruptcy law. 

“I must apply the law,” he con- 
cluded, ‘tas upheld by the majority of 
the United States Supreme Court.” 

This decision of a Federal District 
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By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


Court is, of course, subject to appeal 
and, ultimately, to review by the 
United States Supreme Court. Only a 
Supreme Court decision will determine 
the constitutionality of the second 
municipal bankruptcy act finally. (In 
re Tulare County Strathmore-Lindsay 
Irrigation District of California, 
United States District Court for the 
Southern District of California.) 


Charter Powers 


The entanglements in which a na- 
tional bank may become involved are 
rather strikingly set forth in a recent 
Federal case wherein the court em- 
phatically pointed out that the powers 
of a national bank are strictly limited 
by law. 

Any transaction by a national bank 
outside its charter powers is called 
ultra vires and may involve the bank 





ECISIONS.... 


in serious difficulty as is evidenced by 
some of the legal precedents quoted by 
the court. 

““A national bank differs from an 
ordinary business corporation in its 
relationship to the public. Banks re- 
ceive the money and property of others, 
and the principle of ultra vires is ap- 
plied with greater firmness to them 
than to other corporations. The Na- 
tional Banking Act is an enabling Act 
for associations organized under it, and 
one cannot rightly exercise any powers 
except those expressly granted or such 
incidental powers as are necessary to 
carry on the business for which it was 
established.” (Logan County Na- 
tional Bank vs. Townsend, 139 United 
States, 67.) 

*‘A national bank has no power to 
engage in or to promote a purely 
speculative business or to take stock 
in a corporation organized for that pur- 
pose, nor can the power to take such 
stock as a means of protecting itself 
from loss on pre-existing indebtedness 
be inferred from the right to accept it 
as security for a personal loan.”’ (First 
National Bank vs. Converse, 200 
United States, 425.) 

On the question of the directors’ 
liability for the ultra vires acts of a 
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national bank, the court quoted: 

“Where a national bank acquired 
certain mill property in satisfaction of 
a debt, and the directors organized a 
corporation among themselves for the 
purpose of operating the mills as the 
bank’s general agent, using its funds, 
and operated them for the bank at a 
loss of $23,000, the directors of the 
bank participating are liable to the 
creditors for the loss.”’ (Cockrill vs. 
Abels, 86 Federal Reporter, 505.) 

Adverting to the principle that a 
national bank cannot repudiate its 
ultra vires contract until it “‘disgorges” 
its benefits, the court remarked that 
“this is a salutary principle of the law 
and should be vigorously applied.” 
The court continued: 

“If a national bank has obtained the 
property of another as an ultra vires 
transaction, the prior owner may main- 
tain an action against the bank for 
recovery of the property without the 
support of the ultra vires contract. 
This right flows from an implied con- 
tract to return or to make compensa- 
tion for property or money which a 
corporation has obtained illegally.” 
(Birdsell Manufacturing Co. vs. Ander- 
son, 20 Federal Supplement, 571.) 


Trustee Deposits 


The constantly recurring problem of 
the ownership of a deposit in the name 
of one person as trustee for another, is 
discussed in a recent Federal case. 

“It is well settled,’ said the Federal 
court, “that a deposit by one person of 
his own money in his own name as 
trustee for another, standing alone, 
establishes a tentative trust which is 
recoverable at will until the depositor 
dies or completes the gift in his life- 
time by some unequivocal act or dec- 
laration, such as delivery of the pass 
book or notice to the beneficiary.” 

Quoting the rule as stated in the 
“Restatement” of the law of trusts: 

*‘Where a person makes a deposit in 
a savings account in a bank in his own 
name as trustee for another person in- 
tending to reserve the power to with- 
draw the whole or any part of the de- 
posit at any time during his lifetime 
and to use as his own whatever he may 
withdraw, or otherwise to revoke the 
trust, the intended trust is enforceable 
by the beneficiary upon the death of 
the depositor as to any part remaining 
on deposit at his death.” 

With respect to the continuance or 
termination of the trust the court said: 

“Such a trust is a valid trust, al- 
though revocable, and in order to 
terminate it, the depositor must with- 
draw the money or by some other act 
or declaration decisively show his in- 
tention to revoke. It may doubtless 
also be revoked at the instance of the 
depositor’s creditors.””’ (Kardon vs. 
Willing, 20 Federal Supplement, 471.) 


Charitable Contributions 


Previously reported court decisions 
to the effect that contributions by 
banks and.other corporations to com- 
munity chests and similar charitable 
organizations were not deductible for 
Federal income tax purposes, have 
been superseded by a section of the 
current Revenue Act and regulations 
of the Bureau of Internal Revenue. 

Section 23 of the Act provides that 
in the case of corporations, contribu- 
tions or gifts made within the taxable 
year to a community chest or other 
fund organized and operated exclu- 
sively for religious, charitable, scien- 
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tific, literary or educational purposes 
may be allowed as deductions to an 
amount which does not exceed five per 
cent of the taxpayer’s net income as 
computed without the benefit of the 
deduction. 

Article 23 (q)—1 of Internal Rev- 
enue regulations 94 provides that cor- 
porations may deduct contributions or 
gifts to charitable organizations only 
for the taxable year in which they are 
actually paid regardless of when 
pledged. Banks and other corpora- 
tions claiming such deductions must 
be prepared to substantiate such 
claims when required by the Commis- 
sioner of Internal Revenue. 
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CORRESPONDENT BANK 
SERVICE 


The Chase National Bank represents a 
large number of banks and bankers as 
New York correspondent and reserve 


In addition to routir: banking service, 
the Chase offers correspondents: 


Loan accommodations at short notice 
on terms warranted by conditions. 


Current information and statistical 
data on all types of investments. 


Facilities for the safekeeping of securi- 
ties and for placing orders in all 
security, commercial paper and ac- 
ceptance markets. 


An international organization for 
clearing foreign items. 


Reports on trade situations and on 
the financial condition of companies 
and individuals, here and abroad. 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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By JAMES 


Annual Meeting 


Canadian banks have played a sub- 
stantial part in Canada’s economic 
advance during the past year, S. H. 
Logan, retiring president of the Ca- 
nadian Bankers’ Association told the 
annual meeting of the association in 
‘Toronto on November 18. He pointed 
out that with the exception of 1934, 
the past year witnessed the greatest 
rate of economic advance in_ the 
1ominion in a decade. 

Canadian banks helped by making 
commercial loans of $943,000,000 in 
the twelve months ending September, 
1937, showing an increase of about 
$100,000,000 as compared to the previ- 
ous year. Savings deposits jumped by 
over $70,000,000, and commercial or 
private current accounts by more than 
$60,000,000. At the end of the fiscal 
year Canada’s ten chartered banks had 
combined assets of $3,340,000,000. 
‘Taking into account all items that 
make up the bank credit fund —securi- 
ties, loans, discounts and letters of 
credit —available to private enterprise 
and to public authorities, there was an 
increase of $159,000,000 to a total of 
$2,743,000,000. 

Reviewing economic factors in the 
Dominion, Mr. Logan stated that the 
past year has seen a “forward surge 
in Canadian exports to a near record 
peak, the benefits from which spread 
to all our industries and to all classes of 
our people. With new production 
records established in metallurgical and 
chemical units, in the manufacture of 
newsprint paper and wood pulp and in 
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CANADIAN BANKING 


certain plants devoted to machinery 
and other equipment, Canadian indus- 
trial operations rose above 1929.” 
Reviewing banking troubles in AIl- 
berta, where the financially radical 


Sydney George Dobson, Montreal, is 

the new President of the Canadian 

Bankers’ Association. He rose from 

a junior with the Royal Bank of 

Canada, which he has served for 

thirty-seven years, to general man- 
ager in 1934 


Social Credit government holds power, 
Mr. Logan said; 

“We have repeatedly assured the 
Provincial authorities that the banks 
would be willing to co-operate with 
them in any steps to improve the 
financial situation in Alberta provided 




















A street car card from the National Trust Company’s campaign 


MONTAGNES 


the action which the banks are asked 
to take is within their legal powers and 
in accordance with recognized princi- 
ples of safe banking. That assurance 
still stands.” 

S. G. Dobson, general manager of 
the Royal Bank of Canada since 1934, 
was elected president of the Canadian 
Bankers’ Association for the coming 
year. A quartet of general managers 
were elected vice-presidents, namely 
H. B. Henwood of the Bank of 
Toronto, H. F. Patterson, of the Bank 
of Nova Scotia, Charles St. Pierre of 
the Banque Canadienne Nationale, and 
Jackson Dodds of the Bank of Mon- 
Lreal. 


From 7 to 6,000 


During November the Bank ol 
Montreal celebrated its 120th anni- 
versary. From a staff of seven, a 
cashier, accountant, paying teller, a 
second teller, discount clerk, a second 
bookkeeper and a porter, who served 
the bank when it opened in 1817, the 
Bank of Montreal staff has grown to 
more than 6,000 in service today. 
From one office have grown the more 
than 500 branches now in operation in 
all parts of Canada, and the branches 
in England, Newfoundland and the 
United States. The bank’s anniversary 
was drawn to the public’s attention by 
newspaper display advertising featur- 
ing a birthday cake with many candles, 
and a summary of the bank’s history 
under the heading ‘Working as usual 
on our 120th Birthday.” 


Promoting Saving 


Featuring the slogan, “Save for it 
First,” the National Trust Co. Ltd., 
offices in Toronto and Hamilton, 
Ontario, are running 750 street car 
advertising cards a month in these 
two cities. The advertisements are 
part of a campaign to promote savings 
deposits, and the quarterly changed 
cards are timed to some subject, as 
vacations, as a goal for which to save. 

In addition to banks, Canadian trust 
companies are allowed to handle sav- 
ings accounts, under a_ trusteeship 
agreement, but do not conduct com- 
merical banking. (The Canadian 
Government’s Year Book lists among 
other functions of trust companies 
acting as executors, trustees and 
administrators, and financial agents of 
municipalities and companies. ) 
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Imperial’s Building 


Thought to be the only new bank 
building erected within the last two 
years in one of the larger Canadian 
cities, Imperial Bank of Canada, 
opened its newly built Ottawa office 
towards the end of the year. The 
building utilizes all modern conveni- 
ences including air conditioning, glass 
bricks, and tube lighting, this latter 
first introduced in Canadian bank 
buildings two years ago by the Imperial 
Bank in its new head office in Toronto. 

The bank also opened in recent 
months two offices in new mining dis- 
tricts at Larder Lake and Bourla- 
maque. 


Barclay’s Growth 


Barclays Bank (Canada) in _ its 
annual statement covering operations 
of the two branches in Montreal and 
Toronto to September 30, 1937, points 
to an increase in its assets of 20.2 per 
cent as against an increase by all 
Canadian banks for the same period 
of 4.2 per cent. Total assets at the 





end of the fiscal year were $19,968,804 
as against $16,619,260 at the end of 
September, 1936. The high increase 
rate is explained by the fact that 
Barclays Bank (Canada) is still a 
voung institution, having commenced 
operations only eight years ago. Its 
assets increased to 0.6 per cent of all 
Canadian bank assets during the past 
vear as against 0.5 per cent in 1936. 


Kansas Surveys 
Service Charges 


(From page 14) all kinds of banking 
practices. We might get along per- 
fectly well, in times of good com- 
mercial demand, without any service 
charges or any ways of gearing our ex- 
penses and our incomes together. But 
when bad times roll around, the need 
will be there, and the opportunity to 
develop the plan will be missing. Like- 
wise, the capital accounts will be less 
generous than if they had meanwhile 
been accumulating dollars earned by 
adequate service charges. 

Finally, but by no means least im- 
portant, we need more revenue to per- 
mit paying fair and reasonable salaries. 
Banks as a class pay low salaries, 
especially in the ranks of the least skill. 
The reason is not greed, it is lack of 
earning power. When you find small- 
town banks paying as low as $35 for 
bookkeepers and $50 for tellers, by the 
month, that is, something is seriously 
wrong. Had banks come in for as much 
critical attention on their wage scales 
as they received in other directions 
during the past five years, we might 
have come out far worse at the bar of 
public opinion. And the need for 
greater liberality is by no means con- 





THAT COUNTY 


To BANKERS interested in.a St. Louis 
correspondent, Mercantile-Commerce 
offers the benefits of its complete facil- 
ities, extensive connections and eighty 
years of experience in serving the banks 
of the country. 





















But behind any concrete facilities are the 
men who administer the affairs of the 
institution; men who not only handle 
the needs of our correspondents, but the 
personnel on which ultimately every 
bank must depend. 


You will find the men of Mercantile- 
Commerce capable of and interested in 
rendering only the highest type of useful 
correspondent service. 
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fined to the villages, as every experi- 
enced banker knows. 


T is evident that service charge 

revenue leads to better salary scales. 
We have charted a good many Kansas 
banks as to various kinds of income and 
outgo. The rule is not invariable, be- 
cause every bank necessarily operates 
under its individual conditions. But 
in general, the gross income, the net 
income, the service charge income, and 
the salaries paid, follow about the 
same trend in a given bank. There are CHIC 
banks in Kansas, as elsewhere, with pie A 
large gross revenues because they have 
managed to keep or find unusually high 
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“JUST DISCOVERED 
WE'RE OUT OF 
POCKET CHECKS” 










































































"Youll hawe 
SOME IN THE 
MORNING / ” 








We are regularly called 
upon to produce bank checks 
within time limits which a 
few years ago would have 
seemed impossible. Always, 
however, accompanying our 
long sustained record for 
fast deliveries, have gone 
careful workmanship and 


accurate handling. 
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proportions of good productive loans 
and investments; these may have small 
service charge revenues and still be 
profitable. But also there are banks on 
our records which make more service 
charge revenue than they make net 
profit —in short, if it were not for their 
service charges they would be losing 
money. There are banks where the 
payroll gets a larger share “than usual, 
and the shareholders less. There are 
assorted varieties of exceptions. But 
it is as true as any general assertion 
that the banks which have good service 
charge revenue pay good salaries, all 
the way from the bottom of the or- 
ganization up to the top. And vice versa. 

No, the service charge has not yet 
faded out as a topic of vital importance 


and interest to American banking. It 
has progressed to a stage where it has 
merely demonstrated enough of its 
possibilities to pique the interest of 
anyone whom it might affect. 

But there is need for uniformity of 
schedule and of practice. We in 
Kansas get credit for having made 
progress here, but we know our short- 
comings so acutely that we are driving 
forward with propaganda and with 
group meetings. We are making prog- 
ress, too. The other day a new county 
came in, where previously there had 
never been a service charge. But there 
is so much room for new schedules, and 
so great an opportunity for improving 
practices, that it seems as if almost we 
had never got a start. 





. BOOKLETS fo 


r BANKS . 








Free copies of the booklets listed below can be obtained by mailing re- 
quests on your letterhead to The Editor, The Burroughs Clearing 
House, Second Boulevard and Burroughs Avenue, Detroit, Michigan 


New Booklets 


A BANK’S PRESENTATION ... An un- 
usually interesting presentation of a bank’s 
standing in the city and region in which it 
operates. The booklet is composed of repro- 
ductions of a series of nineteen newspaper ad- 
vertisements prepared by the bank. A 


| noteworthy feature is the manner in which 


the bank carries a single theme throughout 
the series. 


THE UNDISTRIBUTED SURPLUS 


| PROFITS TAX .. . This is a particularly 
| able discussion of one of the most important 


economic and political questions confronting 
business today. It is a printing in booklet 
form of an address by W. F. Gephart, vice- 
president, First National Bank in St. Louis. 


YEAR-END REVIEW OF THE BOND 
MARKET .. . This is the well-known and 
widely-quoted study of the bond market pre- 
pared annually by Halsey, Stuart & Company. 
As distinct from excerpts available through 


| the press, the study is offered in its complete 


form through this notice to bank officers. 


DIRECT VISION SORTER ... A new sort- 
ing device for letters, checks, and other items 
is described in an advertising folder that will 
be of interest to bank operating men. Greater 
sorting speed and flexibility are claimed for 


| the new product. 


Booklets Still Available 


THE WORLD’S BEST BOOKS... Just 
off the press, this carefully indexed reading 
guide is a noteworthy booklet. It was pub- 
lished by a manufacturer of bookcases and 
office equipment as a service to customers and 
is offered to readers of The Burroughs 
Clearing House. Divisional groupings of 
books are: The World’s Best Books; Best 
Books of Our Times; Best Books for Children; 
Pulitzer Prize Winners in Letters; Nobel 
Price Winners in Literature; Books of the 
Last Decade. 


| A CURRENT APPRAISAL OF INSTALL- 
| MENT FINANCING ... This is a timely 
| Offering that will be of particular interest to 
' b 


ank officers studying or dealing with con- 


sumer credit. It is a reprint of an address 
delivered by Henry Ittleson, President of 
Commercial Investment Trust, at the annual 
meeting of the National Association of Sales 
Finance Companies in Chicago in September. 
The title describes the subject matter. 


CHANGEPOINT FOUNTAIN PENS... 
This is the title of an advertising folder 
describing a new type of fountain pen that 
is proving especially popular. The folder 
illustrates the principle of the pen, as well as 


individual pens, desk sets, and points avail- 
able. 


1937 REVENUE ACT. . . Complete text 
of this bill passed at the last session of 
Congress, designed to curb tax evasions, is 
contained in a pamphlet issued by the Manu- 
facturers Trust Company, New York. A 
detailed explanation of the provisions of the 
Act is also included. 


NEW YORK CURB EXCHANGE ...A 
description of the early history, present 
facilities, and current activities of this famous 
trading association. Illustrated booklet out- 
lines necessary steps in the execution of an 
order, and the development of an exchange 
system by which more than 7,000,000 shares 
of stock have changed hands in a single day. 


BANKING AND SELLING ... A series of 
nineteen editorials written by Joseph M. 
Dodge, president, The Detroit Bank, setting 
forth his philosophy about banking as a busi- 
ness. Under such headings as “Selling Is 
Necessary,’’ ‘Never Miss a Chance,” “Your 
Attitude,”’ and ‘‘The Public Hires and Fires,” 
Mr. Dodge has packed a world of thought 
bearing upon employee relationships and the 
bank’s direct contacts with the public. The 
editorials, written for the bank’s house organ, 
are being widely quoted. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS .. . An eight-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 


WHAT WILL YOUR DIRECTORS SAY? 
. . « Here is a folder about bankers blanket 
bonds, listing some typical cases of losses, 
and containing some pertinent points about 
buying fidelity insurance. 
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Country Banking— 
1938 


(From page 9) ‘Today there are upward 
of 4,000. A year from now, I shall be 
tremendously disappointed, and sur- 
prised, if there are not 6,000. 

A few months ago, after preliminary 
planning with some of the farmers who 
had made money with flocks, we helped 
to organize the Cumberland Valley 
Sheep Growers Association. The invi- 
tations went out to 1,000 hand-picked 
names from our local farmers list. We 
obtained the theater, we produced the 
letters, we mailed one every day for ten 
days prior to the meeting. But we did 
not sign them ourselves. No, one went 
out over the name of the county agent. 
The county judge, himself owner of one 
of the best flocks, signed another. We 
mixed up the pitching, and it worked. 
Something over 800 farmers sat down 
in the theater at 10 o’clock on the 
morning of the meeting, listened and 
asked questions, and adjourned two and 
one-half hours later as the association. 

The bank invited a group of farmers 
—eventually 63 accepted and came 
along —to go on a two-day trip up into 
the Bluegrass country of Kentucky to 
look over the sheep operations. The 
trippers drove their own cars some- 
thing more than 200 miles up there and 
back, bought their own meals. The 
bank provided the one night’s lodging, 
at a cost of less than $100. Two of us 
went along, we learned more about 
making profits from sheep than we had 
ever known, for the Bluegrass is real 
sheep country. And we came horne 
bubbling with enthusiasm, all of us. 

This was a good beginning. Since 
then, there have been several more 
definite steps. We paid the expenses of 
one of the leading sheep men of our 
district, and the officer of our bank 
who is handling this work, up to the 
Chicago Stock Yards where they pur- 
chased some good grade sheep and 
shipped them in, at the bank’s risk. 
These sheep sold off in a hurry, and 
we stopped right there, before the 
market was saturated. There were 
still a good many people audibly wish- 
ing for a flock of good ewes, and we 
volunteered our willingness to show 
them how to send up to Chicago in 
the same channels we had used. 

Just last week-end, we received a 
shipment of 25 purebred Hampshire 
ewes, from one of the prize flocks of the 
nation. These we are not selling. They 
have all been bred, back before starting 
their journey, to blooded rams. They 
will produce lambs of highest quality. 
These lambs will become a nucleus for 
future development, the rams to sire 

the commercial output of lambs, the 
ewes to bear future generations of pure- 
bred rams. These sheep are on a farm 
which belongs to the trust company 
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cal Non-Assessability 


W: are sometimes asked, “How can a policyholder 
in a mutual company receive the benefits in good 
times without liability for assessment in case of bad 
times?” 


The answer is that 

Ist. Our charter specifically stipulates that 
our policies shall be non-assessable; 

2nd. Our policies are properly written to con- 
form with this charter specification; 

3rd. Our surplus and reserves are so large that 
they greatly exceed the standards set by 
various States as prerequisite to the issu- 
ance of non-assessable policies. 








There can be no question as to the non-assessability of 
our policies. If you are interested, we shall be glad to 
send you a copy of the affirmative opinion of our attor- 
ney on this point, in which opinion substantiating court 
decisions are cited. 


Atlantic has never had the power to assess its policy- 
holders. More important, it has been in business 96 
years and has lived through four, wars and at least four 
major depressions, and has never even approached a 
condition which would have necessitated such an action. 
On the contrary, it has had profits to distribute in 95 
out of its 96 years, has built up a surplus of unusual 
proportions, and is more than able to meet every lia- 
bility to which it is subject. 
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affiliated with our bank. Mind you, 
there is nothing very experimental 
about it. We know, from sheep-raising 
we have already financed for cus- 
tomers, that that this little purebred 
flock will pay its cost within the year. 

But, you ask, what has all this to do 
with increasing your bank’s income and 
its volume of loans? The answer is 
clear. Farmers who wish to raise sheep 
have to fence, they have to build sheds 
or barns, they must plant winter pas- 
lturage which involves buying seeds, 
and so forth. They come to us, or to 
one of the other local banks, borrow 
the money, set themselves up in the 
business. So, the banks make a prolit 
on the loans. And because the farmers 
make money on the sheep, they quickly 
pay off their loans and are more pros- 
perous customers in future. 

Not only have we financed several 
farmers into the sheep business, but 
also we have financed some dozens of 
voungsters in sheep-raising and cattle- 
raising for their 4-H activities. Every 
one of these is a small demonstration 
center for the neighborhood. 

For the past two years we have been 
agitating the program of soil conserva- 
lion, both through fertilization and 
erosion-control, and also through 
winter cover crops to prevent washing 
and enrich the land. Cover crops are 
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nothing new. Some of our most pro- 
gressive farmers have planted their 
land to winter wheat or winter oats or 
rye or crimson clover or some such 
crop every fall. But it was the excep- 
tion. This past fall, there was such a 
demand for seed that literally it was 
impossible to buy several of these cover 
crop seeds anywhere in our vicinity. 
The seed merchants sold double or 
more their best previous year’s quotas, 
and could get no more. Every farmer 
who owned a bushel of seed beyond his 
own needs sold it at a handsome price. 
The estimate is that at least three 
times as many acres of Montgomery 
County farms are cover-cropped now 
as were two years ago. 


E have financed a great lot of 

cover-crop seed purchases, also of 
terracing and of fertilizer. Our country 
is rolling, it is subject to heavy rains. 
It has, in past, been badly cut up by 
gullies formed because of hillside plow- 
ing and the like. Today you can see 
more terraced fields in an hour’s drive 
than you formerly could see in a day. 
The terraces hold the soil. The cover 
crops hold the soil. 

Under the federal program of soil 
conservation, a farmer whose land 
needs fertilizer gets a sizable subsidy 
for giving it what it needs. A lot of 
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Arrest this enemy of office effi- 
End the waste of 
expensive time and money due to old 
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inadequate for present needs. 


ciency. 


Modernize your office—it pays. Install 
Globe-Wernicke Tri-Guard files and the 
Safeguard filing plan. 
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our land needs lime. It costs about 
$1.75 a ton to lime the land, the gov- 
ernment repays $1.50 aton. I hesitate 
to tell how many acres of liming we 
have financed, permitting the farmer 
to pay cash for his lime and then to pay 
us off in full or almost in full when his 
government check comes through. 
Likewise with phosphate. 

We have put out several bulletins 
during the past year, directed from the 
bank to the farmers on our list. Ac- 
tually, we send the bulletin to the top 
three classes: Good for anything, good 
for limited amounts, good for amounts 
endorsed by the top class. The fourth 
class, not good, does not receive the 
letters, which saves us postage and 
more importantly prevents inviting in 
to borrow money the folks we could 
not lend it to. 

We are going at it in other ways. On 
the sheep program, we are having a 
color movie made by one of our officers. 
He already has the pictures of several 
of the county’s best flocks and of their 
owners. He will get their barns and 
sheds, the flocks immediately after 
lambing next spring, the flocks just 
when the lambs are ready for market. 
When he gets the film all ready, there 
will be for each flock involved a picture 
of the owner, making a statement of 
general nature about the profits they 
have made. We are betting we shall 
fill every auditorium in the county, 
and that by the time the program is 
completed there will be more talk 
about sheep-raising than about any- 
thing short of a murder. 

We are also considering another 
addition to our staff. We already have 
an assistant cashier who spends much 
of his time in the country on the purely 
commercial side of banking—he cor- 
rects credit files, watches transfers and 
mortgages, all this sort of thing. Our 
new man, when and if we go ahead as 
planned, will be a practical agricul- 
tural expert. He will visit the farmers, 
talk with them and look over their 
operations, see opportunities that are 
too close to them to be clearly apparent 
to themselves. He will not recommend 
changes—that would be unwise and 
ineffectual. He will, however, let it be 
known that if the farmer ever should 
decide there is money to be made by 
fencing that pasture field and running 
sheep on crimson clover there in the 
winter, the bank will be glad to help. 

I could go on for page after page of 
telling what we are doing. Prob- 
ably it will be best to sum up some of 
the salient facts and figures. 

First, we are apparently going to 
make in 1937 about 1,500 more loans 
than in 1936, and about 1,000 of these 
will be farmer loans. As nearly as we 
can estimate it, this volume should 
yield us added interest income of 
about $9,000 for the year. As nearly as 
we can figure it up on the back of an 
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old envelope, the total cost to the 
bank during the year has been around 
$1,200 or $1,500. 

So, as it happens, we are filling the 
gap in our note case with farm loans, 
barnyard loans, cattle loans, all man- 
ner of rural credit. We are making 


these loans to farmers good enough so | 





that we rarely ask for collateral or a | 


chattel mortgage —farmers who have 
good ability, good character, reason- 
able assets, and the self-confidence en- 
gendered by knowing it is possible to 
go in the bank and walk out with 
whatever cash is needed for better 
farming operations. The net imme- 
diate result to us is a percentage of 
earning assets far higher than most of 
our friends report. 

In the long run, we are doing some 
pretty substantial things to better the 
positions of our region’s farmers. The 
farmers recognize this, probably in- 
cline to give us more credit than we 
are entitled to for the work. 

To us it seems unthinkable that any 
bank in an agricultural community 
should fail to go out and do the same 
general sort of thing among its public. 
The details would necessarily vary 
widely. It might well be that whereas 
we are urging even more sheep, a bank 
in Wyoming might well be urging that 
some sheep be supplanted with an- 
other activity. Or where we recom- 
mend alfalfa, an Arizona bank might 
urge some shifting from alfalfa to head 
lettuce. It undoubtedly is true that 
each point of our program is entirely 
without application in other specific 
communities. But the idea will work, 
and to our mind, the sooner the better 
for the country banks. 


Mr. Clutchbill Digs 
Up a Dividend 


(From page 21) old letters,’ howled Mr. 
Clutchbill. 

“Well, he will touch ’em,”’ spouted 
Zel. ‘“‘’Twas in the agreement the 
contents went with the building, and 
you left them barrels of letters.” 

‘‘When’s this stamp specialist com- 
in’?”? snorted Mr. Clutchbill, thinking 
fast. “I can’t wait all winter on him.” 

‘*He’ll be hereso’s hecan use hisskiis.”’ 

‘“You don’t mean he’s one of them 
wild animals that pranced in on us 
last winter?” 

‘He is. What of it?” 

“Just this,’ announced Mr. Clutch- 
bill. “Pll allow him to look them 
barrels over on one condition and only 
one condition, and that is I stand 
right beside him while he’s doing it. 
And it'll have to be done at night 
because I can’t fool away any time 
in business hours.”’ 

“IT don’t give a hoot who stands 
beside him,” exploded Zel. 
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‘‘And you let me know the second 


he lands in this village,’ ordered Mr. VISUALIZE your Follow-Ups ! 


Clutchbill, leaning over and snapping : 
his goatee up under Zel Pickle’s nose. Let Graffco Signals peace date 























oa : ; when notes, mortgages, interest pay- 
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Clutchbill closed the door. “‘Let’s sit 
down here by the kitchen stove. I’ve 
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got a little plan I want to unfold.” 

Then in a low voice Mr. Clutchbill 
bared a daring campaign during which 
Mr. Spearhawk first began to blink 
and then to scowl. 

Mr. Clutchbill finished and leaned 
eagerly forward for Mr. Spearhawk’s 
approval. 

“No, sir! I won’t do it! It would 
be agin the law. I might get shot.” 

““Sh-h! don’t holler so!” 

“Aaron!” it was Miss Marilla’s voice 
speaking on a rising octave. 

Mr. Clutchbill and Mr. Spearhawk 
turned their heads nervously toward 
the quarter-open sitting room door 
which hid Mr. Clutchbill’s ancient 
sister. 

“Don’t you get Mr. Spearhawk into 
no trouble now!’ 

“Don’t worry about Mr. Spearhawk, 
Marilla,” soothed Mr. Clutchbill rais- 
ing his voice. “‘Mr. Spearhawk can 
run like a ghost.” 

Mr. Clutchbill held his ear motion- 
less toward the door a moment, and 
then centered his complete attention 
on Mr. Spearhawk. “‘Remember, Mr. 
Spearhawk, it all hangs on you whether 
we make a stab at paying an anni- 
versary dividend. I’m goin’ to take 
all the blame and buckshot if it goes 
wrong and a battle is started.” 

Mr. Spearhawk squirmed around. 

“Looks to me as though if this 
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brain child of yours don’t hair out the 
color you expect we’d be cornered and 
maybe massacred.” 

“I alone will be exposed. If I can 
weather it at my age, you ought to.” 

“‘Hm-m, I’ve a good mind to chance 
it. If it clicks no one could pay for a 
monument tall enough to do us proper 
honor.” 

“We'd be remembered for fifty 
years hence.”’ . 

“‘Well, heh, I’m old enough to die. 
Might as well slip out runnin’ as 
sittin’, I suppose.” 

Mr. Clutchbill got up and took 
Mr. Spearhawk solemnly by the hand. 
“No one could ever get you on the 
wing, Mr. Spearhawk. Have your 
kit ready for a moment’s notice. I'll 
give yuh word as far ahead as I can.” 


HE first snowflake in Vermont, if 

it manages to escape the fangs of the 
western mountains, usually zooms into 
Ferndale Village on the 3rd of Novem- 
ber where it squats until the 3rd of 
May unless stepped on by some care- 
less rabbit. About December 15th 
Mr. Felix Hepner, nephew of Zeloph 
Pickle, made a flying trip to Ferndale. 

That evening shortly after supper 
Mr. Clutchbill’s telephone rang. 

‘Who is it?” asked Mr. Clutchbill, 
pressing the receiver to his ear. 

“Eh, Aaron,” came over the wire, 
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‘“‘my nephew has come up unexpected 
on a flying trip. He’s got to go back 
on the 10:27 tomorrow night, and 
wants to go through them barrels. 
Can yuh meet him at the store door 
at 7:30 tomorrow night, if you’ve got 
to watch him?” 

“T’ll be right there waiting for 
him,” purred Mr. Clutchbill in a 
powerful, even voice. 

“Eh, Aaron, he’ll leave the key to 
the store with you to give to me. . 
understand?” 

“Perfectly. Perfectly, Zel.” 

Mr. Clutchbill hung up, put on his 
coat and hat and proceeded at once 
to the home of Mr. Spearhawk. Here 
a hurried schedule for the next twenty- 
four hours was perfected in a woodshed 
bathed in the feeble glow of a lantern. 

The next afternoon at about a 
quarter of an hour before closing time 
at the Pickle general store Mr. Spear- 
hawk’s pale face might have been seen 
looking wildly out of his ulster collar 
as he mounted the stone steps with a 
small bundle under his arm. There 
were, as usual, a few last customers in 
the store, and also, as usual, Mr. 
Pickle was very busy. Mr. Spear- 
hawk stood for a while beside a mess 
of brooms hanging wrong side up along 
the wall. And that was the last that 
was seen of him. 

Promptly at 7:30 Mr. Clutchbill was 
seen standing on the store steps 
awaiting the arrival of Felix Hepner. 
At 7:34 Mr. Hepner put in an appear- 
ance. As Mr. Clutchbill shook hands 
he carefully examined the nephew. 

“‘We must get on with this quickly,” 
said Mr. Hepner, dropping a small 
black bag, and digging his hand in a 
side pants pocket for the store key. 
“I have to catch the 10:27 for Boston.” 

“There'll be plenty of time... 
plenty,” nodded Mr. Clutchbill, pick- 
ing up an old kerosene lantern which 
he proceeded to light while Felix 
Hepner wrestled with the door. 

“Here we are,” announced Mr. 
Clutchbill marching gaily in with his 
lantern on the heels of Mr. Hepner. 

“‘Where’s the switch?” impatiently 
asked Mr. Hepner peering around. 

“No need to light up the whole 
works,” explained Mr. Clutchbill. 
“The barrels of letters are in the 
attic. No electric lights up there.” 


R. Clutchbill walked to a door and 

threw it open revealing a steep, 
narrow flight of stairs. The two men 
stamped to its top, found another 
narrow door and through ghostly 
strings of cobwebs ascended a second 
flight to the attic. 

Mr. Hepner gazed with strange 
wonder at the faint outlines of boxes 
filled with ancient articles only a 
general store can accumulate; old 
hand churns, scythe snathes hanging 
like writhing yellow snakes from the 
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ON CHECKING ACCOUNTS 
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4 
and an accurate basis for figuring service costs Bu rroughs 


on any checking account are provided by the HIGH - SPEED POSTING MACHINE 


new Burroughs as part of the regular post- 


ing routine. The record of uncollected funds 
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is on the ledger—where it is most convenient 
to use. Account analysis information is part 
of the statement and can be detached and 
retained by the bank as a permanent record. nf 
Because of its many automatic features, the 
Burroughs provides this information easily, 
economically, and in little extra time. Ask the 


, . EW 
local Burroughs office for complete information. 2 
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beams, and old seed cabinets with a 
hundred toothless mouths. 

“Crazy mess, ain’t it?” breathed 
Mr. Clutchbill, holding up the lantern. 
“‘Feller’d go crazy here alone in half 
an hour.” 








A MAN away from home on business 
is interested in restful sleep, good 
food, attentive service, and facilitation of 
his business so he can get home as soon 
as possible. 
We meet such men on common ground 
for it has been our privilege since 1856 
to provide tired men of affairs with 
cheerful rooms and soft beds; to set as 
excellent a table as the country affords; 
and to attend with courtesy to the slight- 
est wish of every guest. The hotel is 
convenient to Boston’s business section. 


Single rooms with private bath, shower, 
circulating ice-water and radio from $3.50 





Glenwood J. Sherrard 


President & Managing Director 








® fi 


ILTMORE 


OKLAHOMA CITY 


A sulficient number of rooms are 
available at this rate to supply the 
demand. 

















THE BURROUGHS CLEARING HOUSE—January, 1938 


*‘What’s that black hole up there?” 

“Heh? Oh, that! that’s the open 
door to a sort of loft where they used 
to store wool. Nothin’ there now. 
There’s an old story a peddler slept 
up there one night and was murdered 
for his goods and money.” 

““Wha —no, not really!” 

“Oh, you can hear anything,” com- 
forted Mr. Clutchbill. There’s them 
barrels right over there, I guess.” 

Mr. Clutchbill led the way with 
Mr. Hepner in his wake and with 
furtive looks in the dark doorway. 

“There,” said Mr. Clutchbill, tip- 
ping over a barrel of old letters, 
“guess you can paw ’em over faster 
this way.” 

Mr. Hepner squatted and nervously 
snatched up an envelope and leaned 
toward the lantern. 

Suddenly a high, trembling screech 
bit the air, followed by a croaking as 
though a victim was being strangled. 


““Aow!...oh...oh...oh—uck! 
~ uck! uck!’”’ 
Mr. Hepner keeled back on_ his 
elbows and clawed sidewise. 
“Wha... what! was that! !’ gulped 
Mr. Hepner, rising cautiously with 


fluttering eyes. 
Mr. Clutchbill was staring at the 


| open black square in the wool loft. 








“If it’s anything earthly it’s got to be 
a screech owl,” he stated, still inspect- 
ing the dark hole. 

“Christmas!” panted Mr. Hepner. 

“T’ll sling something up into the 
loft. Watch and see if a little screech 
owl comes out.”’ 

“IT don’t know a screech owl, 
plained Mr. Hepner. 

“They have short tails and large 
eyes.” Mr. Clutchbill picked up a 
sap bucket and slung it with a mighty 
heave up through the black doorway. 
It lit with a bang and rattled about. 

““Anything come out?” 


”° 


com- 


“Never saw anything,” chanted 
Mr. Hepner. 
“Can’t be a_ screech owl then. 


Shouldn’t think a coon could get in 
there; they scream a good deal alike. 
Huh, well, let’s get to work.” 

Both men bent nervously down 
beside the overturned barrel. 

“There,”’ said Mr. Clutchbill, pick- 
ing up an envelope, “‘there’s an old 
stamp, ain’t it?” 

“Only a three-center. No value,” 
uttered Mr. Hepner with a_ glance, 
making ready with both hands as his 
head entered the barrel. 

“Khar! a-ha-h-h-ha! there’s my mur- 
derer-r-r!”’ came a thin, quivering voice. 

Mr. Hepner stood up so quickly the 
barrel clinging to his head stood up. 

Mr. Clutchbill had grabbed up the 
lantern and stood transfixed. Mr. 
Hepner’s teeth were rattling. 

“The murderer-r-r is . . . is there! !’’ 
came a high, determined voice. And 
out of the wool loft door a bony claw 
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pointed at Mr. Hepner, a shroud began 
to glow palely. ‘I am the old peddler. 
The old murdered peddler. Uck! Uck! 
I’m comin’! !’’ 

Mr. Hepner sprinted for the stairs. 
A rapid, muffled bumping told how he 
navigated the first flight. A lesser 
ripple betrayed the second and last 
descent. A door slammed. 

Suddenly Mr. Clutchbill jerked his 
head up at the wool loft. A struggle 
was taking place. A shroud could be 
seen twitching and flapping. 

‘Hurry!’ ordered Mr. Clutchbill in 
a calm voice. 

“If I ever get shut of my wife’s 
nightshirt,” scolded a wiry voice 
strangely like Mr. Spearhawk’s, “‘T’ll 
be down soon enough.”’ 

“Yuh certainly put on a perfect 
show.” praised Mr. Clutchbill. 

‘“‘Never mind the show. Let’s get 
at them barrels before the cuss comes 
back with Zel Pickle and a shotgun.” 

“All right! don’t stop to tear off 
the stamps. Take the whole envelope.” 

Busily both men went to work. 


Occasionally there was a muffled: 
‘“‘Here’s a 24! It’s a 90-center! Two 
24’s! A new 15!” 


AFTER working like mad each made 

his way downstairs with a bundle of 
envelopes under an arm. They let 
themselves out by the spring-locked 
door, slipped rapidly around through 
back yards and came out at the 
bank where they let themselves in and 
hid the bundles in a cupboard. 

The next day Mr. Spearhawk stayed 
at home, and Mr. Clutchbill came out 
cautiously for a short airing around 
noon. But even in that tiny interval 
he ran into Zel Pickle. 

*““My nephew was to leave the store 
key with you to give to me,” began 
Zel crossly, stopping a moment. 


“Oh, eh... eh, you didn’t see him 
again?” 
“No. Lucky for you I had another 


key.” 

Zel Pickle looked at Mr. Clutchbill 
intently for a moment and seeing 
nothing catty, went along. 

There came a day, therefore, when 
Mr. Clutchbill had the pleasure of 
whipping out a check at a board meet- 
ing and passing it around the table. 

“$1580! ejaculated Director Mce- 
Tavish holding onto the check with 
both hands. 

““What? Here let me see it!’ Presi- 
dent Perkins took it away from Mr. 
McTavish. ‘Well, for the love of Mike! 
Is it good? and does it belong to us?” 

“Ought to be good; it’s a bank 
draft,’ put in Mr. Clutchbill. “And 
of course it’s ours. Them stamps were 
ours all the time, confound it. I 
move we pay 3 per cent on the common 
and that Mr. Spearhawk be detailed 
to see all stockholders over sixty-five 
years old and get ’em prepared.” 
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JANUARY DIVIDENDS 
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SPEED—with fewer motions 


The short-cut way is simple and practical. It 
saves operations in handling both small and 
large amounts. With fewer motions, the work 
goes faster. With less to do, there is less 
chance for error. 


Let the Burroughs representative show you in 
your own office and on your own work what 
these savings can actually mean to you. 
Telephone the local Burroughs office or write 
for free, illustrated booklet entitled ‘‘Short- 
Cuts that Save Valuable Time.”’ 
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On the Short-Cut Keyboard 
there is no cipher key. Ciphers 
always print automatically. 
The amount 10.00 was written by depressing the 
**1”? and the motor bar—both in one operation! 


10.0 0 


On the Short-Cut Keyboard 
two or more keys can be de- 
pressed at one time. Thus, 5.36 
was written by depressing the ‘‘5’’, the ‘‘3’’, the 
**6’’, and the motor bar—all in one operation! 


o.2 





Four digit amounts are easily 
written the short-cut way. 
The se at the ng. the “gr. and 
the motor bar are depressed—all in one operation! 


or 





The Short-Cut Keyboard saves 
operations in writing larger 
amounts too. The ‘‘2’’, the 
**5’’, the ‘‘6’’, and the motor bar are depressed— 
all in one operation! 


256.00 


Many operations can be saved 
in listing large amounts on the 
Short-Cut Keyboard. In this 
instance, the ‘‘6’’, the ‘‘7’’, and the ‘‘1’’ were 
depressed in the first operation; the ‘‘2’’, the ‘‘7’’, 
and the motor bar in the second operation. Thus, 
this large amount requires only two operations! 
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